United States Court of Appeals 


for the Second Circuit 


JOINT APPENDIX 


In The 


Anited States Court of Appeals 


For The Second Circuit 


eS State De LAL enn Maa 
HOWARD C. HIRSCH, PAUL L. KOHNS and MARSHALL 
S. MUNDHEIM, 


Plaintiffs-A ppellants, 
-against- 


EDMOND duPONT, WALLACE C. LATOUR, MILTON A. 
SPEICHER, FRANCIS I. duPONT & CO., F.i. duPONT 
GLORE FORGAN & CO. and duPONT GLORE FORGAN 
INCORPORATED, 


Defendants, 


(Continued on Reverse) 


JOINT APPENDIX 
Volume II, 321a - 640a 


SHEA GOULD CLIMRBNKé4J 
& CASEY SSConp ciRC 
Attorneys for Plaintiffs-Appellants 
Heward C. Hirsch, Paul L. Kohns 
and Marshall S. Mundheim 
330 Madison Avenue 
New York, New York 10017 
(212) 661-3200 


CAHILL, GORDON & REINDEL MILBANK, TWEED, HADLEY 
Attorneys for Defendant-Appellee & MC CLOY 


Haskins & Sells Attorneys for Defendant-Appellee 
80 Pine Street New York Stock Exchange 
New York, New York 10005 1 Chase Manhattan Plaza 
(212) 944-7400 New York, New York 10005 
(212) 422-2660 


EL LT LL 


ei LUTZ APPELLATE PRINTERS, INC. 
Law and Financial Printing 
South River, N.J. New York, N.Y. Phitadeiphia, Pa. | Washington, D.C. 
(201) 257-6850 (212) $63-2121 (215) 563-5387 (202) 783-7288 


ey * 


 callemanmeetimentamaemnnnnnien ees ¢aameemnetemaemmneeantittiaaieniadiinanieiammanaleiiinnsiaiieaanenmmnaainiidtiadaadiaieentiaaaeetatmaieibaaaiiaammaamadtiibnel 
Nar fs 


a aennneneeeeneenenmenmemmammnnnmmnemnmmmmmmmmammaael 


and 


HASKINS & SELLS and THE NEW YORK STOCK 
EXCHANGE, INC., 


Defendants-Appellees. 


On Appeal from an Order of the United States District Court 
for the Scxithern District of New York. 


ad cad a 


PAGINATION AS IN ORIGINAL COPY 


INDEX TO APPENDIX 


acco naeicilibensidh cateconale tee ee ee en On nen ea 
ee ele eee eke eee EON SLE ROOKE Decade lokes 
PO CO TASS okies dese b duende lace be eedeeeuee 
WPTMIOR ORTME Fue GO) LTS kc cack eee bss vedeekes 
aman DRCOG TURN 20) 1976 nos vidoes cabine cbececue 


Ex. 3 to Hyde Affidavit, 
Sworn to 2/13/75 eeeeseeeeeeeeeeeeseseeeeeevneeeee 


Notice of Appeal eeecr,eoeoeeoeeve eee eevee eeeeneven ev eene 


BOLOCCHG TEiG] TOSEIMONY oo kc eek bia eek bene eedes 


Plaintiffs ‘Exhibits: 


Agreement dated Ju-y 2, 1970 among FID 

& Co., Hirsch & Co., certain general 
partners of Hirsch & Co., certain limi- 
ted partners of Hirsch & Co. and certain 
subordinated lenders of Hirsch & Co. 


Agreement Subordinating Account dated 
January 4, 1971 between FIDGF and 
Hirsch @eeeeonwe*eoeereveeeeearxr ven eevee vneeeaeve 


Agreement Subordinating Account dated 
January 4, 1971 between FIDGF and 
Kohns oer eeeeoneeeeeseeoeneveeeeeeeeeenenveee 


Agreement Subordinating Account dated 
January 4, 1971 between FIDGF and 
MERGRO EN ike eee Ld ek lb tle eee. 


Letter dated October 7, 1971 from Larry 
S. Glazer to Mundheim .......ccccccecs 


13- Letter dated November 5, 1971 from Larry 
S. Glazer to Hirsch ...cccoccccccccssece 


20- Statement of financial condition of FID & 
Co., as of September 28, 1969 with account- 
ants opinion by H & S cccsccccvccccceces 


21- Annual report of FID & Co., for the year 
ending December 31, 1969 ..cccccececcees 


26- Answers to financial questionnaire and 
supplementary schedules of FID & Co., 
Parts I and III as of September 28, 1969 
with accountant's opinion by H & S....-- 


28- Answers to financial questionnaire of 
FIDGF Parts I and III as of September 27, 
1970 with accountant's opinions by H & S. 


109-Memorandum of net capital of FID & Co. 
pursuant to the requirements of Rule 325 
of the Exchange as of September 28, 1969 
with accompanying letter by H & S dated 


November 26, UOGS ic ook vce tees esees 


112-Supplementary report on examination of 
FID & Co. by H & S dated November 26, 1969. 


113-Supplementary report on examination of 
FID & Co. by H & S dated November 25, 1970. 


123-NYSE memo dated Feb. 2, 1970 re FID & Co. 
Possible violation of Exchange Rule 325. 


124-NYSE memo dated Feb. 13, 1969 re FID & 
Co. Possible violations of Exchange Rule 
440 and Sec Rule DIAM Sc 66 be bles ewe ene ae 


125-Letter dated Feb. 28, 1969 from Charles 
Moran Jr., to Robert Bishop......seeceees 


126-Handwritten note dated March 13, 1969 
by BISHOP. ccccccccccccccccccccscvccccsccs 


128-Letter dated April 10, 1969 from Bishop 
to POLISGE 6 6k ah hi wees ee eakCh DON wWee eee 


April 10, 1969 Censure of FID & Co. 


Memo dated May 15, 1969 by John Ring 
re FID & Co. Main Office: New York 


NYSE Memo dated Sept. 18, 1969 from 
McElroy, Steinberg, Berk, Parker and 
Lee to McChesney re Examiners' Short 
REPOLt..cceeeeecrcecsereesesceescece 


NYSE Confidential Memorandum dated 
Nov. 26, 1969 from Dept. of Members 
Firms to Board of Governors re: 
Charges Against FID & CO....+seeeees 


Report dated Sept. 28, 1969 by John 


BOlOS..-ccccccccesescceseeeseoesevese 


Memorandum dated December 3, 1969, sub- 
ject: Current Status of F.I. duPont 
Meeting held December 1, 1969.....-- 


Memorandum dated January 6, 1970, two 
pages, prepared by Mr. Chenet......-. 


Handwritten analvsis of Francis I. 
duPont, called Supplemental White 
Sheet, Regular Questionnaire as of 
September 28, 1969...-.eeeeeeeeceees 


NYSE memo dated June 24, 1970 from 
rank E. Dominach, Jr. to Cunningham 
& Arning re: FID, Glore & Hirsch 

MEYGEL. cece cece secre recereerecees 


Letter dated July 1, 1970 from LDA to 
Wallace LaTOur....ccccrcvcccvacccece 


Letter dated October 6, 1967 from 
Charles A. Rubin to Bishop; Stock, LaBoe 
and Chenet..ccccccccesvcveereeeseseses 


Lette: dated Nov. 3, 1970 stamped 
signature of Robert M. Bishop to 
Wallace eg LaTOuxr.cccccccsvsceseccces 


Letter dated Nov. 4, 1970 stamped 
signature of Bishop to LaTour....... 


Letter dated November 24, 1970 from 
Bishop to FIDGF & CO...seeeeeeeveess 


NYSE memo dated Dec. 1, 1970 from 
Bishop to Haack re: Reorganization 
of FPIDGE & COs cccccceecucescvssecoers 


Letter dated Sept. 30, 1968 from 
Haskins & Sells to FID & CO......-- 


FIDGF Answers to Financial Question- 
naire & Supplementary Schedules as of 
April 30, 1971 and Accountants’ Opinion. 


Haskins & Sells memo dated Dec. 16, 1969 
by Lill re: FID & Co. Mtg. with NYSE. 


Letter dated April 15, 1970 from LaTour 
to BiSHOP. ccc reece vcsssseresessces 


Hirsch & Co. Statement of Financial 
Condition as of April 26, 1970 and 
(Unaudited) July 2, 1970 and (Unaudited) 
Supplemental Schedules for the period 
from July 2, 1970 to August 31, 1971. 


Omnibus Account Computer Run.....-.- 


N.Y. Stock Exchange Memorandum dated 
May 13, Sty ct US Are ee re er ee ee 


Chart "F. I. duPont, Glore Forgan & 
Co., Hirsch & Co.: Partner & Capital" 


Defendant New York Stock Exchange Exhibits: 


Deft. Ex. B - NYSE Questionnaire Answered by F. I. 
duPont & Co., for the Period Ending 
Z/2T/TO cern vecrenerecreseessesceces 


NYSE Questionnaire Answered by 
F. I. duPont & Co., for the Period 
Ending B/31/T0 cc cccnccvececccccce 


Letter dated July lo, 1970 from 
Fred J. Stock, Jr., to Edmund duPont. 


NYSE Membership Application of 
Mundheim. ssc cccececcesceccesenseess 


NYSE Membership Application of 
Hi SBC. co ccccee eee eee ree eee ene eee 


NYSE Membership Application of 
BRONHG. ccccccecesecsesceceoer Ces reses 


Hirsch & Co. Answers to Special 
Operations Questionnaire, 
April, DOI 6 6 a0 6 oo HOO 6 O80 0 660 Hee 8:6 


Financials. .ccccccccccccvccsccccees 


Memorandum of Proposed Agreement 
Between H & Co. and F.I.D....----. 


Letter dated July 23, 1970 from 
F.I.D.G.F.& Co. to the NYSE...... 


Agreement of December 14, 19 7G cise 


Letter dated February 7, 1969 from 
Bishop to Kohns, and memo.....-.---- 


Letter dated November 26,1969 from 
Pin-us to Kohns, and memo.......+- 


Letter dated March 17, 1970 from 
Spies to KOMNS.....-eeeeeeeeeesers 


February 9, 1970 NYSE Report on 
visit to Hirsch & CO... ceeeeveces 


Newspaper article....seeeceseeeees 
Newspaper article....cesecseeeeees 


Newspaper article.....--eeeereeees 


QQ 


Ss 


be 4 


NeWspaper artice... 


Newspaper article. 


Letter dated 
Kohns.. 


April 27, 1970 from 


NYSE Application... 


Memo dated June 12, 


1970 from 


Paul duPont to “hompson......... 


Memo re: 


Reduction of Capital 
Charges...... 


Memo of Net Capital........ 


F.I. duPont Financials.......... 


Defendant Haskins & Sells’ Exhibits: 


* A tgs 


Letter dated 


November 13, 1968 from 


H & S. to Speicher... cccccsccscseses 


Letter dated 


December 18, 1969 from 


H & S to Speicher........- 


Letter dated 
H & S to the 


Letter dated 
H & S to the 


Letter dated 
H & S to the 


Letter dated 
H & S to the 


Letter dated 
the SEC to H 


Letter dated 
H & S to the 


Letter dated 
H & S to the 


1968 from 


eoeeceevev eee ee 


Qccober 2, 
Sec. eceaas 


November 26, 1969 from 
HYBUs is sees 


1969 from 


November 26, 
Be cess eee 


eoeeeee 


December 18, 1969 from 
eG ale ek ee week ee ele eee 


1969 from 


eevee eee 


November 28, 
S Si veceveseee 
January 12, 1970 from 
NESE. beeches ae 


January 12, 1970 from 
NYSEesecews 


Letter dated November 25, 1970 
from H & S to the NYSE... 


Letter dated November 25, 1970 frem 
H & S to the 


Letter dated November 30, 1970 from 
the SEC to H & EEN aa 


Letter dated January 13, 1971 from 
H & S to the se 


Letter dated January 13, 1971 from 
H & § to thesrc «eee 


Letter dated November 11, 1969 from 
H & S to RORAS Ce deeewe eee eek eeeewle 


1969 Partnership Income Tax Return 
TOK HixOch 6 CO. sc ccecsvececccss 


1970 Partnership Income Tax Return 
for Hirsch & Co. in Liquidation. 


Chaxct. 
F.I. duPont & Co. Stateme. of 


Financial Condition, April 30, 1970.. 


Plaintiffs’ Exhibits Continued: 


Agreement dated July 2, 1970 among FID 
& Co., Hirsch & Co., certain general 
partners of Hirsch & Co., certain 
limited partners of Hirsch & Co. and 
certain subordinated lenders of 

BAGGGR & COb sc ccccccdiesedacsedsevedceseas 


Letter dated December 3, 1970 from 
Marshall S. Mundheim to FIDGF......... 


Letter dated December 3, 1970 from 
Howard C. Hirsch to FIDGF......-..eee0- 


Answers to special financial 
questionnaire of FID & Co. Parts I 
and II as of January 30, 1970....... 


Pl. Ex. 50 - Special operations questionnaire of 
FID & Co. as of March 31, 1970...... “9 


Pl. Ex. 127 - Letter dated March 26, 1969 from 
Bishop to Moran..... Hebe ee ee eens eee eee 924a 


Pl. Ex. 135 - NYSE report dated Sept. 30, 1969 by 
D. Steinberg re: FID & Co. Answers 
to Special Questionnaire as of 
June 30, 1969...csee-~ penal Se eek ivesss 925a 


Pl. Ex. 137 - Letter dated Nov. 12, 1969 from 
Robert A. Spies to Milton A.Speicher.. 943a 


Pl. Fx. 140 - Letter dated Nov. 26, 1969 from 
Samuel A. Gay to Robert A. Spies...... 9474 


Pl. Ex. 150 - Letter dated January 8, 1970 from 
Wallace LaTour to Robert M. Bishop.... 949a 


Pl. Ex. 159 - Set of handwritten computations and 
analysis dated April 6, 1973, bearing 
initials AJW re: FID & Co. 


Special Dod eee ese eescndivene ease s¢ we eee 953a 
Pl. Ex. 232 sh Letter, August 4 r] 1970 eo oe eo ewoeweee evens 954. 2a 
Pl. Ex. 235 - Letter dated June 26, 1970 from 


Haskins & Sells to Edward First....... 955a 


Book, Audits of *okers page 104...... 


Affidavit of Hyde, Sworn to on February 13, 1975 
and the exhibits Chereto. «cscs sc cei ccc cueeecces eas 962a 


Notice of Motion for a More Definite Statement...... 


Affidavit of Jackson, Sworn to on 
April 25% COT eee a ee ire Pa a a i a 1976a 


Pretrial OVGG@Pibeceacctccreaue eevee eeee ee ev eoaneeneneeaene 1C076a 


Affidavit of Spinogatti, Sworn to 
on June 6, ye pr or MR a Mae ben a arama Mr a My EE Sa OL ean Ub MUD aA Ma alam 1087a 


Memorandum Order of June 28, 1972. 


Order No. ac eee Ge) wieieie eid olal ele 
Order and WUGOMENE <6 oie. 6 o's cies 6-6 0's 


Trial Transcript, Complete........ 


“ee 


Pl. Ex. 1, pp. 321a-352a 


“OF TICE COrY ™ ¢ 


THIS AGREEMENT, made as of July 2, 1970 by 
among FRANCIS I. duPoi? & CO. ("auPont"), a New York limited 
partnership with offices at'1 Wall Street, New York, N.Y.,; 
and HIRSCH & CO. ("Hirsch"), a dissolved New York limited 
partnership in Liquidation, with offices at 25 Broad Strect, 
New York, N.¥., by its Liquidat tng Committee ("Hirsch 
Liquidating Committee"), and the General Partners of Hirsch 
who sign this Agreement ("Hirsch General Partners"), and the 
Limited Partners or Hirsch who sign this Agreement ("Hirsch 
Limited Partners"), and the Subordinated Lenders to Hirsch 


who sign this Agreement ("Hirsch Subordinated Lenders"), 


W i? HES SETS: 
WHRREAS , on July 2, 1970 Hirsch was dissolved under 
the terms of re partnership agreement of Hirsch and the 
' Hirsch Liquidabing Committee was eppointed pursuent to said 


partnership egrecment; and 


WHEREAS, thereafter on July 2, 1970 (the "Closing 
Date") duPont is purchasing and acquiring certain of the as- 
sets of Hirsch and assuming certain of the liabilities of 
Hirsch, all on the terns and conditions set forth, and the 


Hirsch General Partners, the Hirsch Limited Partners and the 


( 


Hirsch Subordineted Lenders are hecoming members of duPont 


and/or subordinated lenders to duPont, 


NOW, THEREFORE, in consideration of the representa- 
‘tions, warrantics and covenants hereinafter set fortn, the 


parties hereto hereby agree as follovs: 
“~ 


i. Representations of Hirsch General Partners end 
the Hirsch Liquidating Committee. The Hirsch General Partners 
and the Hirsch Liquidating Committee’ jointly and severally 
-represent and warrant that: 

(2) Interest of Hirsch General Partners. 

Under the terms of the partnership agreement of 
Hirsch, the Hirsch Generel Partners are together 
entitled to not less than 60% of the profits of _ 
Hirsch, 2 


(b) Authority Releting to thie Agreement. 
General Partners of Hirsch who together are entitled 


to not less than 60% of the profits of Hirsch, in 
accordance with the terms of the partnership agree- 
ment of Hirsch, authorized, consen-ed to and gave 
notice of the dissolution of Hirsch effective in- 


mediately prior to the close of business on July 2, 


1970, ahd said General Partners of Hirsch auly 
‘appointed the Hirsch Liquidating Committee with 

all of the powers, rights and duties which are 
granted to, authorized by, or imposed upon pus 
Liquidating Committee under the partnership agree- 
ment of Hirsch and by operation of law, which povers 
and rights include the power and right to sell, as~ 
sign and transfer assets of Hirsch in, accordance 


with the terms of this Agreement. 


(c) Belance Sheet. The balance sheet of 


Hirsch as of April 26, 1970 which has been deliverca 
to duPont is believed fairly to reflect the finan~ 
cial condition of Ii ‘sch as of such date deterinined 
4n accordance with generally accepted accounting 


principles. | ; oe oe 


_(a) Leases. All Shanes of real property to 
which Hirsch end Wirsch & Co., Incorporated are parties, 
of which the Hirsch Liquidating Committee has knowl- 


edge, are listed in a Schedule annexed hereto. 


(e) Employment and Service Agreements, etc. 
The information concerning employment, consultation, 


» heel eaieendl aids elena meee s man deen mete ae te 


7 
retirement, service and like agreements to which 
Hirsch and Hirsch & Co., Incorporated are parties, 
which has from time ‘to time been furnished to duPont, 


is believed to me accurate although incomplete, -*" 


(f) Estination, There is no ection, liti- 

gation, suit, clain,,. proceeding or governmental ing - 

; vestigation pending ox threa ned sasiouuls the li 

erties or affecting the properties of Hirsch or 

: Hirsch & Co.,. Incorporated or against the transactions 
contemplated by. this “Agreoment,, ‘et uhich the Hirsch 
Liquidat ing Committee has knowledge, except as refer- 
rea to in the Wirsch Balance Sheet (as defined a 
Section 4) or-as listed in a Schedule ‘annexed hereto, 
Hirsch is not a party to ‘or sudject to the provisions 
of ‘any order, decree or judgment of any court or goverh— 
mental agency, of which the Hirsch Liquidating Committee 
has knowledge, except as ‘referred to in said Hirsch 


Balance Sheet ar as listed in a Schedule annexed hereto. 


(@) Purpose of Representations. The repre-~ 


sentations contained in this Section 1 are made solely 


for the purpose of attempting to inforn duPont of vari- : 


ous aspects of Hirsch's business, ineluding certain of 


ene eg ay een epee | sm eg sey 8 amen Nt 


its ob) sieitdons and liabilities; and no janie 
. shall be impcsed on any of the Hirsch General Pn: +. 
ners or the Hirsch Liquidating Committee by reason 
of any omiss Sion in any of the —_—re referred 
to in this Section 1. 
2. - Representations of duPont. duPont represent: 


and warrants that: 


° o-,° 


(a) Organization and Existence. duPont. 


! is and on the: Closing Date will’ be a tmited part- 
nership duly organized and validly xia sing under 
the laws of the’ State of New-York, with full power 
and authority ee transact ‘the. ousin’ ts in which it 
is engaged. 


. 
oe 


(b) Authority 2 sina’ to this . = yreement, 
The saeut bon and delivery . this *greenent by. duPont 
has been duly and validly authorized. we 


* 


° 


(c) Palsnos Shect. .A balance ohne of duPont 
as | of April 30, 1970 whack has been delivered to HNirech 
is believed fairly to reflect ‘the financial condition 


of duPont as of such date determined in accordance ° 


° 
. * 


with generally accepted accounting principics. 


(@) Units. The total number of Units of 

* generei capital of duPont outstanding imacdiately 
prior to the Closing'Date consists of 9,210 Units 

" of which 1,000 are Voting Units and 8,210 are _Non- 
Voting Units. ‘An aggregate of 4,589 additional 

. Units of general capital of duPont wild be issued 

sat the Closing Date er reserved for subsequent issue’ 
td. certain stockholders of Glore Forgan, Stents _ 
Incorporated ("crore") pursuant to an agreement be- 
tween duPont and the Glore stockholders, a | copy of 


unit is annexed hereto, 7 


ae (e) Glore Stock, @uPont’ has acquired not " 


less than 66 ~2/38 of the issued and outstanding 


2 common stock | of Glese 8. the terms and conditions . 


provided in the annexed egreement relating to such 


acquisition. 


3. Sele and Purchdse, On the Py eal paves 


(a) ‘Transfer “of Hirsch Assets. 
Tests ter OF Hirsch Assets. 


(1). Except for the assets and proper- 


ties excluded es provided in subparagraph 
_ (44) below Hirsch, acting through the Hirsch 
Liqaidating Committe, shall and hereby doss 


convey, ossign, transfer and deliver to 


@uPont 211 of the assets and the proper~ 


ties of Hircch, 


(41) The following assets and prop- 
erties of Hirsch are excluded ana shell not 
be conveyed, assigned, transferred or de- 


livered to duPont: oa ne 


, ye . 
« . ° * or ” 


a. Cash other ‘Ses petty cash che other. 


' than, the amount of cash, ii any, as ‘the Hirsch ° 


| ‘Pquidat ing Commi ttec may determine should be. 


ta 


; transferred. . oo. Ce ; 


os "Securities of all Kinds owned by © 


‘Hirsch and p= -rtners of Hirsch (other than 


stock of Hirsch & Co. s. “A: R. es of Hirsch & 


. 
e 
e 
© @" ges 


Co. G oM. B. “— and of fiirach & co. Incorporate a} 
and securities dvorroved under subordination 


agreenents described in Hirsch Assenbly Sheets 


as U.S, Government bonds, municipal bonds, and 


other securities. 


Cc. Miscellaneous assets described in. 
Hirsch coche Sheets as tex — from 


partners. 


‘ad. Other assets described in Hirsch 


Assembly Sheets as Memberships in Exchanges 
other than Memberships in the New York Cocoa 
Exchange, New York Mercentile —— ana 
National Stock Bxehange. 

 @. sundry assets described in Hirsch 
rs vohur isa Sheets’ as "partners! non-subdordina- 
tea", and” the shares of Wall Street Informa- 
tion. Services, Inc. i a af ts Ll. 


me <The. ‘epnsideration being delivered by 


foe eo das of * tee ghee te 


auPont i. "hese pursuant to this ‘herein. . 


. 


g. Any additional. assets and properties 
which may be listed by the Hirsch Liquidating 


Comtttes on a Schedule annexed hereto. 
A ae . * ev 


‘ (444) duPont shali be end hereby is given 
all ie Wissen may heave to use the nane 
"Harsch", “Hirsch & Co." and variationa thereof 
such as Hirsch & Co. S.A. in sonnect son with 
‘ the brokérage and ‘Lnvestment business ‘anyvhere 
in the world. ‘duPont shall: receive the posses- 
Sion of the books and records of Hirsch, except 
any which may be listed by the Hirsch Liquidating 


Committce in a Schedule annexed hereto, and excep 


° 


» 


dant a, a 
‘ . 
‘3? sae ey 


* that the Hirsch Liquidating Committee re 
any successor or representative ‘of the 
Hirsch Liquideting Committee shall be en- 
titled to inspect and make copies of such 
. books and records at such times as it deems 
riecessary. : ie 
(iv) On July 1 1970 the stockholders 
on of Hirsch’ & Co. $ A; a Panaizanian corpova- 
“tion, are to receive check cS fron that £Or- - 
poration representing ‘the. first distribution e 
in’ “Liquidation of that corporation. On the 
* same day such stocitholders who are parties 
to this Agreenent W Ald deliver their per- 
onal checks to duPont for en amount equal. 
to and payable out of the sum which each such 
“stockholder received from Hirsch és Co. 8 Ans 
“provided however that no such stockholder is 
required to deliver an amount nore than his 
: agreed capital contribution or subordinated 
loan to duPont uhder this Agreement.” If any 
‘guch stockholder delivers to duPont a check - 


for an amount in excess of his agreed capital 


mo | 


contribution or subordinated teen to duPont 
under this Agrecment, ‘such excess shall te 
considcred as having been first ‘delivered 
to Hirsch as a credit to such person's 
capital account with Hirsch and as there- 
after being delivered by Hirsch to duPont 
pursuant to ‘subparagraph (1) above. 
(>) Assimotion of Liabilities. 

(4). Except for. the debts, obidgations 
“ and Liabilities excluded in subparagraph’ (14) 
below, duPont ae) and does hereby assume and 
agree to pay, pérforn and discharge all of the 
debts, obligations and liabilities of Hirsch, of 


' * every kind wiatsoever, whether now existing or 


_ hereafter arising and whether absolute er con- 


tingent. — ae 

(if) duPont shall not assune end shall 
oo be required to pays pert orm or csscreeee 
_ the following debts, obligations and liabili- 
ties of Hirsch:- 

a. “Any debt, obligation or dia- 

bility not reflected in or referred to asa 
debt, obligation or liability in the Hirsch 


oo Wet ae a : 
Balance Sheet which is asserted on or nefore” 
| December 31, 1971 and which exceeds $25,000 ” 
With respect to either a single matter or a ° 
single custoner. This paragraph is intended 
to apply to the described category of debts, 
obligations or liabilities which arose out of 
the operation of ‘Hirsch's business prior to 
the Closing Date and is not intended to exclude 
from the debts, obligations and liabilities 
easumed by ‘duPont thosé arising under leases, i 
employment savenawhi, service contracts and 
the like applicable to any period or periods 
after the Closing Date/or those arising under 
litigations listed in the Schedule pursuant 
« to Section 1() other than the Shelare case 
(Item C 5), (or those arising under any legal 
proceedings against Hirsch relating to Revenue 
Properties Company Limited Stock. | 
b. Partners’ non-subordinated 

accounts ; dividend taxes withheld; payroll 
taxes payable including all income taxes with- 
held from employees; United Kingdom tax. 


ie Borrowing under subordination 


agreements including accrued interest and com- 


pensation thereon, 


_ @, General and limited capital’ 


, accounts including accrued interest and com- 
WetiaeAdon thereon, | ‘ 
3 ve. Any additional debts, obl4- 
gations or liabilities which may be listed 
by the Hirsch Liquidating Committee ona , 
Schedule. annexed hereto, | . . ? 

. isa) duPont shall yse its best. efforts 
to obtain as soon as practicable releases aa 
favor of Hirsch fron each of the banks to 
“hich ‘iirsch is indebted as described jn ™ 


Bian Assembly Sheets as money borrowed. 


h: Sebivcinstacs of hua ‘ie ‘The’ purchase 
——— ES erence 
price for the -assets and properties (including cash, if any) 


' of Hirsch conveyed, ac _aned, transferred and deliv ered to 


duPont shall ‘be the enount by which the ‘value or: such. assets 

and properties ‘exceeds the amount of such debts, obligations ‘ 
and Mabilits a¢s of Hirsch which are requiréa to de assumed by 
duPont, both determined in accordance with this Section 4h, A 
statement of ‘financial condition of Hirsch as of the Closing 
Date (the “Hirsch Balance Sheet") will be prepared by Hirsch; 

- Haskins and Selle will perfore the Procedurés oeinee ina 
letter fran Haskins & | prean dated June 26, 1970, a copy of which 


Vig o a ee a \ 
is annexed as an Sxhibit 3 and Heskins @ s. * wild ‘render 


a Letter Report that the net worth of Hirsch as of the Clos- 
ing Date shown on the Mirgeh Balance Sheet is fairly stated | 
on the basis sct forth in said letter of June 26, 1970. The 
‘value of the assets and ° ‘properties or Hirsch conveyed, as- 
signed, transfe-. 2d and Aeliverca to duPont, end the amount 
of oe ‘debts, obligations and liabilities of Hirsch assuned 
by auPont shall be determined 2s soon as ‘practicable after 
ae Closirig Date by, Héskins & Seils solely on the basis of 


the amounts reflected and reserved for in. vine at net 
. : ve in the Hirsch Belance Sheet adjusted oy Haskins & 
| Sells if and to the extent’ necessary in eccordance with and 
subject to the provision: of this Section 4, ‘The’ determina 


tion by Heskins & Sells upoa such basis shall not be subject 


¥ te revision ‘or readjustnent for any reason, including without 
aSmASECACR, recoveries, los ees, expenses, i Suh odtaiad or audit; 

on account of transactions or events before ° or after the: ‘Ces 

ing Date, except ‘that duPont shell pay or credit to the Hirgch : 
Liquideting ‘Committée the value of ay aaeg? end the emount ' 
of any recovery (whenever rads) with respect’ ‘to any clain or i 
other asset ascertainsa, aesc ted or found to exist prise to 


December 31, 1971 and whi tch exceeds $25,000 per iter or _per 


customer and ‘which vas not rez flected or referred to as a elain ” 
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or ether eneet Ain the Hirsch Balance Sheet, - In making, Stich ” 
determination Haskins & Sells shal3. not ascribe any value »” 
_ to accounts of custome.’s 5 books -and records; Ledeen, egree- 
ments and other éontracts being transferred hereunder; and 

- the Hirsch nane or the, business of Hirsch, or Hirsch & Co... 
Incorporated as a going concern, including the good wild of 
such aja daar In inalcing such detem ination -Haskins & Sells 
shall value furpiture and. “fixtures - the depreciated amount _. 
at which such furnituce and fixtures : ‘are carried on the books © 
as of the Closing Date; ‘peuuctbuas ina monberships being trans- . 
‘ferred’ hereunder at the market value thereof at the close of, 
- business on the Closing Date; and the shares of Hirsch’ é& ae 
Incorporated at book value as adjusted after application of 
the foregoing rules and a reserve of $175,000 ‘for contingent - 


lia»ilities. Further, in making such acterminatio’, Has — & 


“| Sells hall, not ascribe any amount Yor detts, obligations: and 


Liabilities under lease es, iiibadeeas agreements, service con- 
: tracts, or for any other ‘Liabilities of Hirsch required to be 
assumed by duFont except as accrued to the Closing Date. 


5. Manner of Payment of Purchase’ Price, Promptly 


after Haskins é. Sells has mea nae the determination referred to 


in Section h, the purch se price for the asscts and properties 


es 
to be conveyed, assigned, transferred and’ delivered to" 
hereunder shall be paid as follows ; 
ie (a) By duPont retaining an amouAt equal to the 
_ respective amounts of the general capita. contributions, addi- 
‘tional general. capital contributions, Limite capital contribu- 
tions or subordinated loans, of the persons affiliated with 
“Hirsch who on the Closing Date became general or limited (which 
‘shall include spf ial) partners of or subcrdinated lenderr 
_ to duPont , or both, reduced bY oe atiounté of any cash or other 
propertics which were paid or delivered directly to duPont pur-- 
“suant: to Section 3(2) (Av) or otherwise for credit to the egreead 
capital contributions or subordinated doans of such persons, 
which net ‘amount so retaincd shall be appropriately credited 
_ as of the Closing Date to such peveons as the total emount or 
the balance of, as the case may be, their respective capital 
contributions and ‘subordinated loans. .The total anounts of 
such generel and Linited ceoitel contributions shall be as 
*, set forth in the duPon nt Articles as enended, effective as of" 
the Closing Date, and the amounts of the addit tional eapit al con- 
_ tributions of generel partne; rs and the amounts of such subordi- 


neted Scie snell be as set rorth in a schedule anncxed hereto. 


(b) | By duPont paying to the Hirsch Liouidating . 


- Committee, or as such Hirsch Liquidating Committee may direct, 


the balance ‘of the.purchese price, together with interest at 


( Oe 


‘ ° 
? 
* 


the New York brokef's loan rate from the Closing Date to the 


date of payment. duPont shall have no liabilities to Hirsch 
or to any of its partners or creditors for making payments 
in accordance — the isabel alas of the Hirsch Riyeahe ies 


Committee. A . a, ‘ 


_ 6 Admission of eisiel Partners to duPont; 

- Contributions to aetant capital; ‘Compensation. 

Uae (a) ‘on. the Closing Date the ilirsch, General” 
. Partners shall be admitted to SuPont and shall contribute 
" $1, 052, 000 of general "capital represented by 125 Voting Units. 
and 927. ‘Non-Voting Units. | ‘Such general capital shall be in 
cash or represented’ by Notes as provided in a schedule srnexed 
hereto. In addition, | the Hirsch General Partners, Hirsch 
Limited Partners, and Hirsch Subordinated Lenders shall con- 
tribute or cause to be contributed additional _ General capital, 
Or, limited or special ‘capital or “subordinated loan: biennale 
in the aggregate amount of not less than §2, 948, 000. " such _ 
additional general capital or limited or special capital or 
subdrdinated loan‘capital of not less than’ $2,948, 000, Shall 
be in ean or in securities,” or both. - ‘The general, additional 
general, Limited, special ard subordinated loan eetens if not 
paid”or transferred directly to duPont, shall be isan by 


duPont retaining the appropriate amount as dhistekk dn Sec>’” 
tion 5, duPont further agrees to reserve 481 additional Non- 
Voting Units for subsequent issue to the individuals listed 
_or- referred to ona Schedule annexed te reto, and such indiviau- 
als shall have the ‘right to acquire such Units at $1,000 per 
Unit up to the unex of Units set erpea tee Chetry hames _or as 
ae provided ‘on said Schedule. The élection hereby given 
to such individuals must be exercised on or before December 31; 
"1970 ‘aha the Units ‘0 acquired shall’ ‘be deeme'a acquired % ‘as of 
‘January 1, gz. Payment for such adéiticnal Units shall be. 

. in cash or Pepresenved by Notes as duPont. may agree or ‘by. 
transfer from any. additional general capital, Limited capi. 
tal, special capital or subordinated loan capital which a 
such persons may have in dv?ont. Any person who acquires 

such. additional Units shall be admitted as a general part-— 

ner of duPont Af he has not  theretofore been ca ce as a 


general partner of duPont. 


7 is) doaptinebtoh for eddit ional general cash 


capster, limited cash capital, and subordinated loan cash Sepi- 
tal shall be paid: ‘to the persons affiliated with Hirsch wise. — 
become general,’ ‘limited, or special partners of, or subordt- 
natéd ‘Lenders te, duPont at the Rew York Prine rate as charged 
by Chase Manhattan Rank plus 2.59 but not less than 6% per year. 
The .coapensation payable on cesh Sanita ‘or any cash loan as 


( ee 


provided in the preceding sentence shall apply to cash origi- 
nally contributed and to cesh substituted for sueusbies where 
such substitution occurs on or before January L 19715. or such 
later date as may be agreed upon by the Finance Committee. 
ae for capital which is in the form of securities 
shail be paid at the rate of 5% ‘per year on the Capital re-- 
if quirements value of such securities determined under the rules 
of the New York Stock Exchange. . rian e - * a . 
we (c) ‘If securities are contributed .or transferred 
as ‘additional general Gepital or Limited’ capital or subdordi-_ 
é yereas loan capital,’ such ‘securities ‘shall have a capital sie 
quirenents value equivalent to the cash in lieu of which they 
are ‘being delivered. Securities may be onmat' ‘tuted — addi- 
tional general cash capital cr limited cash capital ov cash 
subordinated loan capital on any dates after July 2, 1970, but 
in such event the securities so substituted shell have a market 
value equal to the cash for which they are being substituted. 
Securities. initially contributed or thereafter substituted for 
cash as described in the preceding sentence may be withdrawn 
upon the deposit of cash equal to the market value of the securi- 
ties so withdrawn, or such lesser amount as the Finance Comittee 
may authorize. 4 ni 

° . (a) If duPont has operated at a net Loss during 
the period fron the Closing Date to Decexber 31, — then the 


-share of future profits of any person who elects to acquire | 


‘aéditional Units as ofr January 1, 1971, pursuant to this Sec- 
tion 6, will be reduced = an amount equal to the lasses of 

_ duPont which he would have borne had he acquired such Units 
on the Closing Date, and such wit thheld future profits snali 
be credited to the Units of duPont which participated in such 
losses in acco rdance with their respective interests therein. 
a .. ° (e) The profits ana losses of duPont for the 
periods’ before and arter the Closing’ ‘Date shail ‘be computed’ 

_ Separately and for —_ purposes adequate reserves and ade- 
quate. ‘rec ords shal. be established as of the Closing Date ~ 

to reflect and facilitate the identification of ‘any recoveries 
_or losses whenever realized attributable to operations prior 
to the Closing Date, for e ample ‘such as those arising out or’ 
_ items described in question categories: 2A, B, C, D, 5, ana 
7 of the Special Operations Questionnaire of the New York 
Stock Exchange. Any individual who on aeny 2, 1970 or ther e~ 
after becomes a partner or duPont hereunder will not par tic4- 
‘pate ‘in or be responsible for eny losses of duPont of any 
nature whatsoever realized after the Closing Date arising out 
; of the operation of duPont 's meeeees prior Xo the Closing 
Date, nor will he participate’ in any recoveries realized with 
respect thereto after the Closing Date. All such losses an# 


‘recoveries will be" borne entirely by, jnure to,the benefit of,_ 


and be the responsibility of the gencral partners of duPont 


as they existed immediately prior to the Closing Date. 


7. Compensation Arrangements Relating to Hirsch 


Personnel. The following provisions shall apply with lus dee 
to ‘compensation payable to the Hirsch General Partners, 

, Hirsch Limited Partners and employees of ¢ Hirsch aitective 
upon the Closing Date: : oy -4 Needs .° 

: (a) Certain Hees Ai Rl 


nie of their respective covenants not ‘to engage ‘ia. 
‘the brokerage business in competition with ayPont 
or any of its subsidiaries ‘in: geographical areas’ ', 
in which duPont or any of its subsidiarics now or 
hereafter engages in She brokerage business, wack 
of Messrs. Howard Cc. Hirsch, Paul L. Konns and 
‘Marshall. S. Mundheim shall ‘receive from duPont 
* annual payments of $25,000 for life, the payment 
’ to Mr. Hirsch to commence on‘ the Closing Date and 
_ ‘the poymants to Messrs. Kohns and Mundheim to com- 
mence upon their respective retirements as general ° 
partners. In thé event —— incorporation ‘of the 
business of duPont, or in the event, of a transfer of 
all or gubstantially all of the hettneen of duPont, 


duPont shall cause such corporate or other successor 


‘to offer in writing to make like payments ies : 
Messrs. Hirsch, Kohns and Mundheim on condition 

that they enter into written agreements providing 

_ that they will not cunpete with the successor, 

such agreements to be eobevantialiy similar to 
this non-competition agreement “with duPont, and 
thereafter duPont shail have no further liability. 
under the preceding sentence. Fron ‘the Closing 

aane to their vespective retirements from duPont - 
- or any successor Messrs. Kohns sind Mundheim, each 
shall receive’ ‘an annual salary’ of $36, 000 so long 

as each of tnen, respectively, is a general partner. 
of duPont, or & holder, of the voting stock of any 
corporate successor. In addition, duPont and the 
corporate successor shall furnish Mr. Hirsch at its. 
expense with an office appropriate for a senior part- 
ner and secretarial services at its principal office 
is York City so long as Mr. Hirsch shall desire 


bd . © * 


. the same. 


“"(b) Commissions. The Hirsch partners 


listed in a Schedule annexed who do not become 


general partners of duPont, but become special or 


Limited partners of duPont shall receive such 


compensation for production from acting as regis tered 


representatives as duPont customarily pays to its own 
simileriy situated registered representatives, such 
. compensation to be in addition to any interest which 
such Hirsch partners may receive on account of their 
capital contributions to duPont. 

*(¢e) “Additional Paynenits ‘for Capital. In 
addition to the compensation and interest which 
shall be — on: limited capital under the .pro-. 
visions of the ‘duPont Articles as from Sint to time 
* in effect, each of Mr, Howard Cc. “Hirsch, ity, Pav) Toe 
Kohns and Mr. Marshall s. ny tae so ‘long as they 
remain partners of duPont, shall receive Additional: 
Payments for the use of his linited capital ‘amounting : 
in the aggregate to 2. ve of the net profits of duPont _ 
to be allocated os set forth ina Separate letter of” 
instructions signed by Messrs. Hirsch, Kohns and _Mundheim, 
_and delivered on or after the Closing Date. In the event 
of the total withdraval of limited capital by any in- 
aividual then peeelveng Additional Payments pursuant | 
to this ‘paragraph, such right ‘to Additional, Payments 
may be: transferred as directed by:a majority in’ interest 
in the balance of the Additional Payments of the other 
such individuals (4) to any of the other of such — 


- individuals and/or (ii) to Robert J. Fraiman, Scymour 


*Katzenstein and Myron Simons, provided the successor 
contributes limited capitel in an amount necessary, 
if any, to bring the total limited capital contribu- 
tea by the individuals referred to in this paragraph 
te not less than $380, 000. This right to Additional 
a Payments. amount ing in tne agg regateé to 2. 5% of “the “a 
net profits of duPont ‘shall continue so long as the | 
Limited capital of. the persons who abana such. Aaai-. 
tional Payments totals at Teast $380, 000.° If.at - 
any time such deter shall fall below $380,000 and 
shall not, after notice, be promptly increased to 
not less than $380, 000, tnen the aggregate of such 
Additional Payments sha.1 be reduced to the ‘same 
| proportion of 2.5% as such total of general and Vimi- 
ted capital bears ‘to $380,000: In the event duPont 
acquires the business of any other firm by merger 
into duPont or otherwise, or participates in any 
other reorganization or transfer of its business, 
the rights to receive the Additional Peymanhe 
measured by net profits referred to in this para~ : 
graph ‘shall not be reduced or modified except to 
the same extent and on the same terns and conditions 


as the rights ned other persons whe ‘are receiving” eis 


Additional Payments measured by net etatihe are 
_ reduced or modified. Until incorporation, no ac- 
“then shall be taken by duPont to force withdrawal 
of the limited capita). referred to in this — 
Te); ne 2 , va 

(4) Rights to Purchase duPont Stock. In. 
_ the event binne whe business of duPont is incorpora- 
tea; the persons! entitied to receive Additional Pay- >" 
ments .under Section 7(c) shall have the right Apre, 


rata in accordance with: the amounts oj their — 
ee 


tiye Additional Payments at the tame of exercise) 
aatetaaiis at any time petween the date of incorpora~ 
tion and the effective date, it ever, when curoat 
shall offer to se?l to the public shares of the capi- 
‘ tal. stock ‘of the cocporation which is the successor 

- of its business, to buy all or any part of such per- 
centage of the sanatad stock of duPont to be issued 
and outstanding sane, the completion of. stich offer as 
equals. the- percentage of profits used in conpuning the’ 
Additional Payments to vhich— such persons are then en- 
tities under Section 7(c). The capital stock which 
such ‘persons may purchase snall be of the same class 
as that offered to duPont General Partners at the time 


of incorporation, and the price at which such persons 
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may purchase such capitel stock of duPont upon its 
incorporation shall be the same price as that paid 
by the General Partners of duPont, except that if 
the right to purchase such capital stock is exercised 
after the initial subscription upon such jncorgora- 
tion the purchase price shall be equivalent to the 
book value of such capitel stock aaveraioed. as of 
the Gate of Purchase. if the above. described Hirsch 
‘partners who. are Limited partners of auPont at the 

' time of its incorporation at their several election 
Wensfer all or pa:t of their capital to: the new | 
corporation in the form of subordinated capital, 
then so long as such subordinated capital remains 
with the new corporation, the Additional isla. 
referred to in Section 7(c) shall continue after 
such incorporation of duPont and shall be equivalent 
' to 2. 58 (or such other. percentage determined under 
Section 7(c)) of net income before such Additional 
Payments (after taxes computed on net income after 
such Additional Payments) of the corporation which 
succeeds to the busi ess’ of duPont and shall contin: 
until the earlier of (i) the date on which the offer 
by duPont (incorporated) to sell to the public shares 
of its capital stock becones effective or (11) the: 


. exercise of the right by the persons referred to in | 


’ 
° 
( ‘ 


this Section 7(d) to purchase part 8f the capital 


stock of duPont (incorporated). After the incorpora- 
tion of duPont and until the right to Additional 

: Payments ceases as provided in the preceding sentence, 
the right-of-any pers n to share in such 2.5% of the 
net income of the new corporation may be trandteried 
to any of the individuals ‘to whom the equivalent right 
could have been’ ‘transferred. pursuant to Section Teds 
and, such transferees shall have the pro rata rata right to 

' purchase stock of. the corporation in the same manner | 


as i. predecessor in Anterest. 


‘(e) Other. Partners. Salaries to other generad 
Hee upon their edmission’ ‘to duPont shall be as 


listed ona Schedulc ‘annexed hereto. 


| ay PERS Pee On the iheatee Date’ duPont 
shall transfer to its books ell of the customers", accounts, 
including securities, mainteined by Hirsch on its. books at 
the close of business on the Closing Date but excluding ac- 
counts’ which the customers have ‘airected should not be trans- 
ferred, and subordinated and discretionary accounts in which 
no written authorization for such transfers to duPont have been 
received. In ‘connection with the liquidation of any account 


duPont is hereby sutheotied to’ bring suit or ‘take such other 


ny ' 
action as may be required in the name of Hirsch, The Hirsch 


_ General Partners shall use their best efforts to assure that 


all customers of Hirsch become customers of duPont. 


9. Covenant Not to Compete. Each of the Hirsch 
"General Partners and Hirsch Limited seiihines agrees not to 
‘enter into competition with ‘duPont in the brokerage or invest- 


ment business: ‘under the name of "Hirsch & Co." 


* . bd < 


: _Expenden, duPont shal aseume all costs rela- 
ting to the transfer and aseunption of assets and liabilities 
hereunder, including’ he ‘costs of transferring custoner ac=- + 
counts and securities and’ the costs ‘of Liquidating any assets, 
equipment, leases or other property of Hirsch transferred here- 
, under (including any liabilities or clains resulting ‘from esa 
failure to obtain consents of customers tc the transfer ‘of | 
their seaubtiod and their accounts, margin or otherwise, to 
“auPont, ° “and from ~ failure to obtain consents of landlords 
and others to the transfer of leases). duPont shall pay to 
the Hirsch Liquidating Connittee, or, as it may direct, any 
sales tax that May be payable with respect to the properties 
sold. Hirsch and duPont shall in all other respects be re- 
sponsible’ for “their respective accounting and legal expenses 


pertaining to the Sransactions. contemplated hereby. 


= 2, fransfer of Partnership Interests. ” If any ~ 


Hirsch Gensral Partner who beéones a general ‘partner. of duPont 
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dies, retires or for any other reason ceases to be such a 
general partner prior to December 31, 1971, his Units may 
be retired or allocated by a committee ooneteting of Mr. 
Paul L. Kohns, Mr. Marshall S. Mund: on and Mr. Robert ‘J. 
ee to and purchased (at the orkes of $1, 000 per Unit) 
by one or more of the remaining Hirsch ~aneral, Partners as 
: euch corimittee may determine with the approval of duBont, 


. which approval shall not be unreasonably withheld. 


aes Withdrayal, Any Hirsch General Partner or 
Hirsch Limited Partner or Hirsch ‘Subordinated Lender who 
becomes a general or ‘fmitea partrier of or Subordinated 
Lender to duPont , by notice given to the Executive Commit 
tee not dates than December 21, 1970, may retire fron the 
partnership or withdraw his subordinated loan, effective at. 


the end of business on December 31, 1970, and the amount of 


au general capital, addit ional general capital, limited capi- 


tal, and subordinated Joan’ capital shall be paid to him on. 
Janudry 2, 1971 provided no notice has been received by duPont 
from the New York ‘Stock Exchange prior to the close or busi- 
ness on December 31, 1970 which either prohibits. such — 
ment and all other PePayaents of capital at or about the same . 
time or notifies duPont that “such repayments wonke be in vaere> 
“tion of any rule of the New York Stock Exchange , and further, 


any such payment to a-retiring ae tnor on January 2,-1971 shall 


. = > : ° “ “a f 4 
be subject to the withholding of such reasonable reserves ~ 


fer his share of losses, if any, as the Finance Committee may 
determine, and the balance of the value of his interest shall 
_be determined and paid as promptly thereafter as practicable 
together with interest thereon at the prime rate then charged 
by The Chase Manhattan Bank, Nothing in this dection 12: shall 
, be deemed to be in derogation or or in any a to diminish the 
ae which any such general or limited partner would other- 
wise have in the absencé of the provisions ‘of this Section 12. 


aire ie ee i e - 


13. Indemnification. itePoat shell and Sees hereby 
ne ee ON 


" indemnity and hold harmless the Hirsch Liquideting Committee, 
**Hirsch and everyone “— is or was a Partner of Hirsch from 
= and against any losses S, damages and expenses Srieite from or 
Growing out of any liadilities or claims against Hirech, or * 
“any of its partners, or the Hirsch Liquidating Go vnittee, now 
- or hereafter exteting’ which duPont has assumed under this Agree- 


ment. 


s 


e 
ee 


14, Miscellaneous. enna ee of this: Agreenent 


is eondttianea upon the artar or simultaneous ébestne of the 
transaction sontemplated by the attached agreement with Glore 
and the continuation of Me business of the partnership under 


the firm. name of F, - duPont, Glore Forgan & Co. All re ference; 


4 ° 


gO ee re 
f herein to duPont shali be aenmnd to ibeeves and ‘dhelude the” 
partnership under its new name. This Agreement may be amended 
only by a writing signed by all the parties. This Agreement 
is to be construed and governed in accordance with — laws of. 


the State of New York. 


e 
E — 
°: 


ees sania’ Effect of Agreement. This Agsoenent 
shall be enforceable “— binding upon. the heirs, executors, 
successors and assigns ‘or the parties Capete: Where any of 
the Diggs be ge of Fig Agreenent aréior shouta be Jovn9. to be 
‘in conTlict pees the duPont Articles of bios nerehip {then the 
‘provisions of this Agreenent shall prevail. ae 


16. pis nti herein contained to the 


contrary notwithstanding any carer eres or claim arising out 
of or relating to this Agreement, or the breach thereof, shall 
be ae by arbitration in accordance with the Constitution 
and Rules of the New York Stock Exchange, and if for any 
reason such arbitration proceedings cannot be held ‘then any ° 
controversy or Clain arising out of or relating to this foie 
“ment, or any breach hereof, shall be settled by arbitration in 
accordance with the Rules of the Amerioan Pee Associa- 
tion; and such arbitration shall be held in the City ‘and State : 
,of New York. Judgment gon the avard rendered in either such 
" arbitration may b2 entered in any ‘court having jurisdiction i 


_. thereof. - 3 
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17. “Further Assurances. Zach of the parties hereto 
hereby agrees to execute and deliver such instruments,‘ cer- 


tificates, undertakings and other docunents as may be neces-- 


“gary or desirable to perfect, further and carry out the con- 

veyances, ‘assumptions — other transactions contemplated by 
: _ Agreement and to do all pices acts and things neces- 
sary or desirable to, that end. Cais i sits ne, 


a Pia OR ey This Agreement may be executed 
in any number of counterparts. nen 


°e ay e 


IN ae ae the undersigned have hereunto 


oe eae 


set = hands as of the day and year first above written, 


FRAKCIS I, auPowr & co. 
by the following General Partner 
constituting a majority in inter 


HIRSCH & CO, * 

A dissolved partnership in 
liquidation by its 
Liquidating Comittee 


ee Coe 
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HIRSH ! LIKTTED PARTIERS 


Le. pla 
= Cts 


eee 


_ HIRSCH SUBORDINATED LENDERS 
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THIS AGREEMENT, made as of the 4th day of 
‘ | January, 1971, >etween F. I. duPont, Glore Porgan & Co., 
a partnership formed under the laws of the State of New 
— (such partnership as presently constituted and as 
Kae may be hereafter constituted from time to time, and any 
eddies thereto, being hereinafter called the Firm) and 


 tmomaed C. Hirsch‘ tne Lender), an individual residing at 
111 East 56th Street, New York, N.Y. 


WITNESSET H : 


The Lender has on the day first above written 
*! lestablished an account with the Firm into which the Lender 
deposited the property listed on Schedule A hereto annexed 


tt 
jee loaned said pro.erty to the Firm, The Lender may from 
Ft saga RPS 
itm to time add additional cash and securities and other 


‘ ‘Chey te said account. All cash, securities and other 
lovoparts at any time or from time to time in such account 

_— any securities resulting from the split up, 
coo or conversion of any securities in such account 
‘or any liquidating distributions received on any securities 

* a such account), and any interests of the Lender therein, 
= hereinafter collectively referred to as the Subor- 
idtnated Property. The Subordinated Property does not 
‘anotude any other accounts which the Lender may now have 
‘er may hereafter establish with the Firm. The Firm 
lundertakes and agrees that it will deliver all of the 


[jpubordinated Property to the Lender on July 3, 1972 
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ei sre ne ee 
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ee. fe (hereinafter called the Maturity Date) at the Fira's 
2 ee principal office. The term “Maturity Date" shall also 
ee ee  t mean such date earlivr than July 3, 1972 when the obliga- | 
anh en hereunder may mature as provided below. The Firm 
: | also agrees to pay or assign to the Lender promptly after 
| receipt hy it, the amount of any interest, rights, cash 
|| oF regular stock dividends (other than liquidating distri- 
‘butions or steck issued an the result of & stock split or 


ef an exchange or conversion of any security) with respect 


the right to which the Lender hereby reserves. Default by 

aber, the Firm in making any such payment or assignnent shall 

i ss me | not. accelerate the Maturity Date or any other obligations 

ey i of the Pirm hereunder, which obligations shall remain 
aah I subordinates as hereinafter provided. _ 

. ' The Lender does hereby irrevocably agree for 


! 
| to any security constituting Subordinated Property hereunder, 


> pees on eee- 


i Pi himself, his heirs, executors, administrators and assigns 
wf to subordinate and Lereby irrevocably does subordinate any 
a and all claims with respect to the Subordinated Property 
| only (whether for money, securities, other property, or 
eu “, | Interests therein) which he, as owner, creditor or other- 
‘ Pl eae, may now or at any time hereafter have against the 
atone } Pare, to the claims of all other present and future 
‘|| ereditors of the Firm (other than other subordinated 
_ || 9reditors as hereinafter provided) arising out of any 
matter occurring prior to the Maturity Date and that, in 


jj tte event of any receivership, insolvency, bankruptcy, 
|| asstgnnent for the benefit of creditors, reorganization 
i| whether or not pursuant to bankruptcy laws, liquidation, 
“or any other marshalling of the assets and liabilities of 
“tl the Pirm, the Lender shall not be entitled to participate 
, 1 a share, ratably or otherwise, in the distribution of 


eee ae 


| 
Age 

| 

z 

| 

| 

| 

| 


oe eal assets of thé Firm until all claims of all other present 
Fes Be t e. i 


pnd future creditors of the Firm (other than other sub- 
ordinated creditors as hereinafter provided) arising out 


be any matter occurring prior to the Maturity Date have 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
nae ee IP | 
43 oer een fully satisfied, or provision has been made therefor. 
eee ipny Subordinated Property may be used, pledged, sold, H 
are, Sposed of or transferred or otherwise treated by the 
Swank as its own property and the Subordinated Property 
“Spe the proceeds of any sale or sales thereof may be applied 


ag the Firm to the claims of all other creditors of the 


| 

| | 
trim as fully to all intents and purposes as though the | 
7d oes were property of the Firm. If any of the cash, | 
_; pecuraties, other property or interests therein from time 


espe time constituting the Subordinated Property are sold, 


Pac 


ae i: nape or disposed of by anyone to whom the same have 


i een pledged, the Le: ier shall have a contract claim egainst 


| he Firm for the return of such cash or like securities 


i property, or interests therein, to the same extent 4 
{ 
@ would have had if he loaned the same to the Firm at the 


ore oe of sale, but such contract claim shall be and remain 


subordinated to the claims of all other creditors as above 


‘ 
t 


oa Notwithstanding anything herein contained to the 


r 
sontrary, the rights of the Lender hereunder shall be on 
he 


oe ‘ft 4 parity with the rights of any cther present or future 
sae eee creditor of the Firm under any subordination 
lagreenent between such creditor and the Pirm, excepting 

the rights of PHM Corporation (PHM), a corporation organized 
na existing under the laws of the District of Columbia, 
a a subordinated account agreement made as of 


| 
! 
| 
| 
| 
| 
| 
| 
| 


j 


December 16, 197° pursuant to Item 1 of a certain agreement 
(the Summary Agreement) between the Firm and PHM and except-, 


‘ ee 


‘fing the rights of any other subordinated creditor which are 
or may be superior to or on &@ pevity with such rights of 
PHM under the provisions of such subordinated account agree 
| ment, the Summary Agreement, certain additional agreements | 
(the Detailed Contract Provisions and the Addendum) between | 
the Pirm and PEM or a certain agreement (the Firm-Hirsch 
Agreement), dated December 14, 1970, between the Firm and 
} eortain former partners of and subordinated lenders to 
Hirsch & Co., 6 dissolved New York limited partnership in 
“Aiquidation, and to the extent not inconsistent with the 
ism-lirsch Agreenent excepting the rights of any suveréi- 
nated creditor under any subordination agreement which ex- 
pressly provides that the rights of the creditor thereunder 
: . Shall not be subordinated to the rights of other subordi- 
ij nated creditors occupying a position similar to that of 
the Lender hereunder. . easy . 
| _-The Lender further agrees that until the Maturity 
‘Date, he will not be entitled to withdraw any money, securi- 


| 
‘ 
| 


ties, other property, or interests therein, from said 
account or accounts except an the diroumstances and on the 
terms and conditions set forth in paragraph 3 of the Pirn- 
‘ Hirsoh Agreement, the terms of which are incorporated herein 
by reference. If PHM shall withdraw any property in the 
account established by it pursuant to Item 1 of the Summary | 
Agreement prior to the acquisition of the business of the 
Firm by a new. corporation to be formed to succeed to such 
business as provided for in the Summary Agreement, the 
{ obligations of the Firm hereunder shall mature on the date 
‘|| Of such withdrawal but without affecting in any way the sub- 


NT SE A NN RR SNRaNNRAEG oereae Sanaa vane aagDre Ta cameo re—rnemrammonaremerett te 


i 


“4 


finite aetna waheindlies ants 


| 

| 

| 

| 

Rae tt é qe ‘ 
' It opddinated status of the Subordinated Property as provided 
ee as || for herein. If prior to such acquisition the limited and 
S43 ° : i : | 


general capital of the general, limited and special partners 
of the Pirm and the indebtedness of the Pirm which is sub- 
ordinate to the indebtedness hereby created, as adjusted 
to reflect the results of the Firm's operations, shall be 
{ less than Eight Million Five Hundred Thousand Dollars 

‘ ‘ ee (98,500, 000) in the aggregate or would, as a result of 
} 

| 


2 . . 
_—————— 


2a 


ait aa | notices of withdrawal received, be less than such aggregate 


j i amount, the obligations of the Firm hereunder shall mature 
ae | on the date of the withdrawal which causes the total of such 
| |} eapitai contributions and indebtedness to fall below such 
on amount. It 1s understood that (a) the only notices of with 
H 


, 


drawal which are intended to be included within the scope 


of the preceding sentence are those which have in fact 


eet become effective so that the property subject to such 


| notices has ceased o have "net capital value" (as herein- 


after defined) under the rules of the New York Stock Exchange, 


and (b) for purposes of the preceding sentence, a computation 
fn of capital contributions and subordinated indebtedness shall 
be made on May 15, 1971 and on the 15th day of each month | 


thereafter (up to and insluding acquisition of the business 


of the Pirm by its successor corporation referred to above), 


| calendar month, and the acceleration of the obligations of 


oi | each such computation to be as of the end of the preceding 


the Pirm hereunder as provided for in the preceding sentence 
shall not take effect unless and until such a computation 


eee te 


Sspiciae a basis for such acceleration. If a computation 


| of capital contributions and subordinated indebtedness is 


| 

st 

Pig?) sete 

‘| Ore, ae 

not made and notice thereof given to to the Lender within fif- 
teen (25) days after the 15th day of any month as herein 
required, ther the acceleration — be deemed to have 
occurred on the 30th day of such ‘month. In the event of 
the aeath of the Lender, the indebtedness hereby sreated 
shall be repaid in full in accordance with the provisions 
applicable to the repayment of the capital contribution of 
& general partner upon his death contained in the limited 


partnership agreement of the aforesaid Hirsch & Co. in 


effect on July 2, 1970. The obligations of the Pirm here- 
under shall forthwith mature, together wath interest accrued 


Reames in the event of any. receivership, ‘tnselvenes, 

| vanicruptey assignment for benefit of creditors, rgani- 
gation whether or not pursuant to bankruptoy laws («xcepting 
bs transfer of the business of the Firm to a new corpora- 


ste as provided fo.. in the Summary Agreenent), liquidation 


or any other marshalling ‘of the assets and liabilities of 
the Yirm. The indebtedness hereby created may not be paid 
or any Subordinated Property returned in whole or in part 
| pursuant to the provisions of this paragraph without prior 


= notice to the New York Stock Exchange, and the 


Lender's right to repayment of the indebtedness hereby 
created or the return of any of the Subordinated Property 
on Or prior to.the Maturity Date shall be subordinate as 
hereinabove provided. If the indebtedness hereby created 


pane | ie paid or the Subordinated Property returned in whole or 
iy | an part on or prior to the Maturity Date, whether or not 


| seounet to the provisions of this paragraph, and if at the 
time of any such payment the Firm was insolvent, the Lender 
agrees irrevocably for himself, his heirs, executcrs, 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


administrators and assigns (whether or not the Lende:.’ 
had any knowledge or notice of such insolvency at the time 


ae | oe any such payment) to repay or redeliver to the Pirn, 
3 | ite successor or essigns, the sum so paid or the Subordi- 
: | nated Property sc returned to him fer the benefit of a1) 
ea: || other creditors of the Pirm; provided, however, thut any 
ee va. = ‘suit for the recovery of any such payment or for any such 
rae | redelivery must be commenced within one year of the date 
i rae of such payment. Sore : 
a ee The Firm shall pay interest to the Lender at an 
“tae “annual rate equal to. the prime commercial vate of interest 
* ae charged from day to day by The Chase Manhattan Bank plus 
ss He: two and one-half (2-1/2) percent, but in no event less than 


SS ee << 


ty six (6) percent per year, on any cash from time to time in 
said account or accounts (whether originally contributed 
or substituted for securities as hereinafter provided) and 
at the rate of five (5) percent per year on the "net. 
| capital value" (as hereinafter defined) of the securities 4 
in said account or accounts. As used in this agreement, | 
| the term "net capival value” shall mean so much of the | 
| market value of such securities as is allowed as net capital | 
i the Firm under Rule 325 of the Board of Governors of the | 
bea York Stock Exchange as from time to time ‘n effect. oe 
firet installment of interest shall be paid on March ‘2, 
Y eos and thereafter said interest shall be paid quarterly a 
on'or before the last business day of each March, June, 
Septender and December prior to the Maturity Date, based | 
‘ 
| upon net capital values under said Rule 325 determined as io 
| 
2° 


; i 
a of the close of business on March 1, 1971 with respect to 
the first such payment, and thereafter as of the close of 
| the anne business day of the month in which eaeent is due. 
? ' : . Ba ere 
ay ie we, 
| I 


: : Pas | Default in tne payment of such interes: shall not accelerate 


or \ 
we e mm the Maturity Date and the Firm'é obligation hereunder shall 


aa remain subordinated as hereinabove provided. | 
Any other provision herein to the contrary note 
withstanding, the Lender shall have the right to have | 
AE returned to him by the Firm at any time on demand, without | 
notice to or consent of the New York Stock Exchange, money 
or securities in said account or accounts if the Lender 
a. “assigns and delivers to the Firm in place thereof (4) money | 
ae ve ‘equal to the then net capital value under said Rule 325 of ! | 
wi | the seourities so returned or other securities as readily 
‘ i marketable n@ having @ net capital value at least ial : - 
“to, the then net capital value of the securities so returned ' | 
| 


or " or (44) government or municipal bonds nae a a net capital 
fgets “value at least equal to the money so returned. 
oy The indebtedness created hereby ‘4s not being ante 


organization of the New York Stock ‘iishana ("Exchange") or 


< =| in reliance upon ‘the standing of the Pirm as a member 
ge upon the Exchange’: surveillance of the Firm or its capital 


ht 
a. 


a 
7 


? position. The Lender has made such investigation of the 
“S20. page and 0s partners as the Lender deems necessary and 
ee u || appropriate under the circumstances. ‘The Lender is not 
es relying upon the Exchange to provide any information con- 
cerning or relating to the Pirm and agrees that the Exchange 
has no responsibility to disclose to the Lender any informa- 
tion concerning or relating to the Firm whieh if may have, | 
now or at any future time. ‘The Lender agrees for himself, e 
{ his heirs, executors, administraters and assigns, that 
| neither the Exchange, its Special Trust Fund, nor any 
: hae | governor, officer, trustee or employee of said Exchange or 


ee = ee AES an aioe SEES Gees Baas 
* - = a s 3° 
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|| Fund shall be liable to the Lender with respect to the 
SH created hereby or the repayment thereof or of 


‘ i 
+ Jey. 
. ‘ “fi 
4 f 
4, hae : 
fa 
Lay et 
, 
’ . 
' 
aE 


A 
ae 


‘any interest tac. VOM. 


: oe 
bereedant: embodies the entire agreement: between the parties 


dee 
tote Sas 
an 
f 
1 


"The Pravcelons ef this agreenent shal2 be ‘banding | 


‘|: 


: Bpon and Anus se the benefit of the Firm, its successors 
and assigns (including without limitation the successor i 


_ Corporation of the Pirm referred to here!=> and the lander 


has epee. executors, administrators end assigns. 
This écbouaink shall oe effective as ‘or the date 


 firet above written, provided that it is approved by the 1 

New York Stock Exchange not later than January 15, i972. 

28 ‘the event tial this agreement is not so approved by said 

. date, it shall be deemed null and void fron she inception 

and the Pirm shaii immediately return to the Lender all ie 

_, Property in any of the aforesaid accounts maintained by ae 

" the Lender with the Firm or otherwise delivered by the 4 

; Lender to the Firm pursuant herevo. a oe ae aie 
‘This ins: cument, together with the ‘Pirm-Hirsoh 


and no other evidence of such agreenent has been or will ke 
executed without baste prior — consent of the New York 


Stock Teahenge. : rg bas 


5 
i 


E os WITNESS WHEREOP the parties hereto have set 
shots bands and seals this 4th day of January, ee 


4 P. I. auPown, ovens FORGAN & CO. 


eh 
a 
= 


‘ . SCHEDULE A 


Seventy-five per cent (75%) of the limited part- 4 
ner eapital of the Lender in the Firm at Decenber 14, ae ' 
‘Twhden 75% is agreed to be » $300, 000. Ten ote 

aa 


ae wae ‘ 
aes ye ’ 


; 
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Addendum to Agreement Subor- 
: éinating Account between 
t P, = duPont , Clore Torgan & Co. 
(the. Pirm) and 
' Howard: C. Hirsch 
(the Lender) dated as of 


a, Oe es 

If the obligation of the Firm hereunder shall 

j mature prior to July + 1972, the Lender, in his sole dis- 
4 cretion, may extend this agreement to July 3, 1972. 
| Further , this agreement may ‘be renewed, and all the terms 
and conditions hereof shall continue in full force and 
effect, unt January 2, 1974 41f the Lender shall have 
delivered ‘to the Firm not less than five (5) days prior to 


1 
Shed 
| the Maturity Date written notice to the effect that this 


agreemont shall be so renewed. In the event of any such 
renewal, the cash and/or securities in the account at that 
laa may be reduced in the sole discretion of the Lender, 

-and the term "Maturity ‘Date" as used in this agreement 
aie shall, unless the context otherwise requires, be deened 
os to mean the date to which this er shall be 80 - 

renowed. ait ntae sn N jae, | 
ec eae ; u ae ct duPONT, cans FORGAN & CO. 

a j ee 


enera artner 


Pl. Ex. 9, pp. 364a-374a 
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: \ “AGREEMENT. SUBORDINATING ACCOUNT 


~ if. 


al 


ee THIS AGREEMENT, made as of the 4th day of 
I . 
| January, 1971, between F. I. duPont, Glore Forgan & Co., 
4 
fh 1 wt 
oo (such partnership a8 presently constituted and as 


& partnership formed under the laws of the State of New 


Cae 
~ 
a+% hey 
. re 

“~ 2 
fear 


it: may be hereafter constituted from time to time, and any 
| Seanenner thereto, being hereinafter called the Firm) and 
| 


‘Paul L. Kohns (the Lender), an individual residing at 
‘us Lane, Rye, New York. 
: 


\! 
| 
| 


| The Lender has on the day first above written 
| esteniianed an account with the Firm into which the Lender 
deposited the property listed on Schedule A hereto annexed 
fand loaned said property to the Firm. The Lender may from . 
tame to time add additional cash and securities and other... 
property to said account. All cash, securities and other 
property at any time or from time to time in such account 


(Ameluding any securities resulting from the split up, 


| 
| 


exchange or conversion of any securities in such account 
lor any liquidating distributions received on any securities 
lan such account), and any interests of the Lender therein, 
a hereinafter collectively referred to as the Subor- 
inated Property. The Subordinated Property does not 

- |ldneaude any ether accounts: which the Lender may now have 
jer may hereafter establish with the Firm. The Firm 
“undertakes and agrees that it will Geliver all of the 

aaa Property te the Lender on July 3, 1972 

' 

| 

1 


- 


o- 


principal office. Tha term “Maturity Date" shall also 
mean such date earlier than July 3, 1972 when the obliga- 
tion hereunder may mature as provided below. The ?4irm 
algo agrees to pay or assign to the Lender promp:iy after 
receipt by it, the amouns of any interest, rights, cash 

or regular stock dividends (other than siquidating distri- 


"4 
* 
si 
: 


! 

| 

| 

| retain called the Maturity Date) at the Firm‘s 


| 

Ma) butions or stock issued as the result of a stock split or | 

| of an exchange or conversion of any security) with respect | 

to any security constituting Subordinated Property eae 

the right to which the Lender hereby reserves. Default by 

the Firm in making any such payment or assignment shall 

not accelerate the Maturity Date or any other obligations 

of the Firm hereunder, which obligations shall remain 

subordinated as hereinafter provided. | 
The Lender dces hereby irrevocably agree for 


| himself, his heirs, executors, administrators and assigns 


| 
| 
to subordinate and hereby irrevocably does subordinate any | 
, and all claims with respect to the Subordinated Property 
only (whether for money, securities, other property, or 
interests therein) which he, as own’, creditor or other~ 
wise, may now or at any time hereafter have against the 


Firm, to the claims of all other present and future 


creditors of the Pirm (other than other subordinated 
creditors as hereinafter provided) arising out of any 

matter occurring prior to the Maturity Date and that, in 

the event of any receivership, insolvency, bankruptcy, 
assignment for the benefit of creditors, reorganization | 
whether or not pursuant to bankruptcy laws, liquidation, 

or any other marshalling of the assets and liabilities of 

; the Firm, the Lender shall not be entitled to particivats 


r share, ratably or otherwise, in the distribution of 


[he assets cf the Firm until all claims of all other present 


“liana future creditors of the Pirm (other than other sub- 
; : ordinatea creditors as hereinafter provided) arising out 


pf any matter occurring prior to the Maturity Date have 
been fully satisfied, or provision has been made therefor. 
Any Subordinated Property may be used, pledged, sold, 
ledaiiniind of or transferred or otherwise treated by the 
imm as its own property and the Subordinated Property 

© the proceeds of any sale or sales thereof may be acplied 
y the Firm to the claims of all other creditors of the 
Pirm as fully to all intents and Purposes as though the 


| 
eh 
a 
\pame were property of the Firm. If any of the cash, 

H 

| 


ecurities, other property or interests therein from tine 


jbo time constituting the Subordinated Property are sold, 


transferred or dispcsed ef by anyone to whom the same have 


lbeen pledged, the Lender snall have a contract claim against 
the Firm for the return of such cash or like securities 

pr property, or interests therein, to the same extent 

he would have had if he loaned the same to the Firm at the 
tne of sale, but such contract claim shall be and remain 
pubordinated to the ciaims of all other creditors as above 
\provided. Notwithstanding anything herein contained to the 
'bontrary , the rights of the Lender hereunder shall be on 

f parity with the rights of any other present or future 
subordinated creditor of the Firm under any subordination 
agreement between such creditor and the Firm, excepting 

the rights of PHM Corpor i (PHM), a corporation organized 
‘and existing under the lu. . ine District of Columbia, 
under & subordinated account agreement made as of 


| 


| 
! é 
| 
Speen amen: tn ampeeesin aenmeene eee are 


December 16, 1970 pursuant to Item 1 of a certain agreement 
(the Summary Agreement) between the Firm and PHM and except. 
ing the rights of any other subordinated creditor which ‘3 
or may be superior to or on a parity with such rights of 

PHM under the provisions of such subordinated account agree: 
ment, the Summary Agreement, certain additional agreements 
(the Detailed Contract Provisions and the Addendum) between | 
the Firm and PHM or a certain agreement (the Firm-Hirsch | 
Agreement), dated December 14, 1970, between the Firm and 
certain former partners of and subordinated lenders to | 
Hirsch & Co., a dissolved New York limited partnership in | 
liquidation, and to the extent not inconsistent with the 
Pirm-Hirsch Agreement excepting the rights of any subordi- | 
nated creditor under any subordination agreement which ex- 
pressly provides that the rights of the creditor thereunder | 


shall not be subordinated to the rights of other subordi- | 
nated creditors oceupying &@ position similar to that of | 
! 


the Lender hereunuer. 

The Lender further agrees that until the Maturity 
Date, he will not be entitled to withdraw any money, securi- 
ties, other property, or interests therein, from said 
account or accounts except in the circumstances and on the 
terms and conditions set forth in paragraph 3 of the Firm- 
Hirsch Agreement, the terms of which are incorporated herein 
by reference. If PHM shall withdraw any property in the 
account established by it pursuant to Item 1 of the Summary | 
Agreement prior to the acquisition of the business of the 
Firm by a new corporation to be formed to succeed to such 
business as provided for in the Summary Agreement, the 
obligations of the Firm hereunder shall mature on the date 
of such withdrawal but without affecting in any way the eub-| 


ordinated status of the Subordinated Property as provided 
for herein. If prior to such acquisition the limited and 
general capital of the general, limited and special partners 
of the Firm and the indebtedness of the Firm which is sub- 
ordinate to the indebtedness hereby created, as adjusted 


| 
| 
to reflect the results of the Firm's operations, shall be \ 
less than Eight Million Five Hundred Thousand Dollars 


($8,500,000) in the aggregate or would, as a result of 
notices of withdrawal received, be less than such aggregate 
amount, the obligations of the Firm hereunder shall mature 
| On the date of the withdrawal which causes the total of such 
capital contributions and indebtedness to fall below such 
* amount. It is understood that (a) the only notices of with- 
drawal which are intended to be inciuded within the scope 
of the preceding sentence are those which have in fact 
become effective s: that the property subject to such 
notices has ceased to have "net capital value" (as herein- 
aft defined) under the rules of the New York Stock Exchange, 
and (b) for purposes of the preceding sentence, a Kone 
of capital contributions and subordinated indebtedness pac 
be made on May 15, 1971 and on the 15th day of each month | 
thereafter (up to and including acquisition ef the business 
of the Pirm by its successor corporation referred to above), 
| each such computation to be as of the end of the preceding 
| calendar month, and the acceleration of the obligations of 
| the Firm hereunder as provided for in the preceding sentence | 
h shall not take effect unless and until such a computation 
evidences a basis for such acceleration. If a computation 
of capital contributions and subordinated indebtedness is 


| 
| 
: 
| 
| 
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not made ard notice thereof given to the Lender within fif- 
teen (15) days after the 15th day of any month as herein 
required, then the acceleration shall be deemed to have 
occurred on the 30th day of such month. In the event of 


the death of the Lender, the indebtedness hereby created 
shall be repaid in full in accordance with the provisions 
applicable to the repayment of the capital contribution of 

&@ general partner upon his death contained in the limited 
partnership agreement of the aforesaid Hirsch & Co. in | 
effect on July 2, 1970. The obligations of the Firm here- 
under shall forthwith mature, together with intere-t accrued, 


‘thereon, in the event of any receivership, insolvency, 


| 
bankruptcy, assignment for benefit of creditors, reorgani- | 
sation whether or not pursuant to bankruptcy laws catenin 
any transfer of the business of the Firm to a new corpora- | 
tion as provided . or in the Summary Agreement), liquidation | 
or any other marshalling of the assets and liabilities of 
the Yirm. The indebtedness hereby created may not be paid | 


or any Subordinated Property returned in whole or in part 


pursuant to the provisions of this paragraph without prior 
written notice to the New York Stock Exchange, and the 


Lender's right to repayment of the indebtedness hereby 
created or the return of any of the Subordinated Property 
on or prior to.the Maturity Date shall be subordinate as 
hereinabove provided. If the indebtedness hereby created 


in part on or prior to the Maturity Date, whether or not 
pursuant to the provisions of this paragraph, and if at the 
time of any such payment the Firm was insolvent, the Lender 
agrees irrevocably for himself, his heirs, executors, 


| 
4s paid or the Subordinated Property returned in whole or | 
| 
| 
i 
| 
| 
' 
| 


* *- ee i aie hed ot ee 
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| 
‘fq 


| administrators and assigns (whether or not the Lender 

had any knowledge or notice of such insolvency at the time 
' 

! 


Of any such payment) to repay or redeliver to the Firm, 
iter aed its successor or assigns, the sum so paid or the Subordi- 
; mated Property so returned to him for the benefit of all 


other creditors of the Pirm; provided, however, that any 

suit for the recovery of any such payment or for any such 

Fedelivery must be commenced within one year of the cate 

Of such payment. | 
The Firm shall pay interest to the Lender at an | 

| 

| 


annual rate equal to the prime commercial rate of interest 
charged from day to day by The Chase Manhattan Bank plus 
ae ere ‘two and one-half (2-1/2) percent, but in no event less than 


six (6) percent per year, on any cash from time to time in 


Said account or accounts ' (whether originally contributed 


at the rate of five (5) percent per year on the "net | 
capital value" (as hereinafter defined) of the securities 


| 
or substituted for securities as hereinafter provided) and | | 
| 
| 
in said account or accounts. As used in this agreement, | 
the term "net capital value” shall mean so much of the | 1 
market value of such securities as is allowed as net capital | 
of the Firm under Rule 325 of the Board of Governors of the | 
New York Stock Exchange as from tine to time in effect. The 


first installment of interest shall be paid on March 31, 


_ nacsensmmannsns ©: 
RT es 


| 
| 
| 
| 
1971 and thereafter said interest shall be paid quarterly | 
on or before the last business day of each March, June, | 

| 
September and December prior to the Maturity Date, based 
upon net Capital values under said Rule 325 determined as | 


of the close of business on March 1, 1971 with respect to 


————— 


the first such payment, and thereafter as of the close of 


the first business day of the month in which payment is due. 
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Default ‘n the payment of such interest shall not accelerate 
| the Maturity Date and the Pirm's obligation hereunder shall 
remain subordinated as hereinabove provided. 
Any other provision herein to the contrary not- 
withstanding, the Lender shall have the right to have 
returned to him by the Firm at any time on demand, without 


notice to or consent of the New York Stock Exchange, money 
or securities in said account or accounts if the Lender | 
G@ssigns and delivers to the Firm in place thereof (1) money 
equal to the then net capital value under said Rule 325 of 
the securities so returned or other securities as readily 

marketable as, and having a net capital value at least equal 
to, the then net capital value of the securities so returned! 
or (41) government .or municipal bonds having a net capital 
-Value at least equal to the money so returned. 


The indebtedness created hereby is not being made 


in reliance upon the standing of the Firm as a member 


| 
i 
| 
| 
| 
| 
t 
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organization of t! e New York Stock Exchange ("Exchange") or 
upon the Exchange's surveillance of the Firm or its capital | 
position. The Lender has made such investigation of the 
Firm and its partners as the Lender deems necessary and 
Q@ppropriate under the circumstances. The Lender is not 


Yelying upon the Exchange to provide any information con- 


cerning or relating to the Firm and agrees that the Exchange 
has no responsibility to disclose to the Lender any informa~ 
tion concerning or relating to the Firm which it may have, | 
now or at any future time. The Lender agrees for himself, | 
his heirs, executors, administrators and assigns, that 
neither the Exchange, its Special Trust Fund, nor any 
governor, officer, trustee or employee of said Exchange or 
Pund shall be liable to the Lender with respect to the 
indebtedness created hereby or the repayment thereof or of 


any interest thereon. 

The provisions of this agreement shall be binding | 
upon and inure tc the benefit of the Firm, its successors 
and assigns (including without limitation the successor 
corporation of the Firm referred to herein) and the Lender, 
his heirs, executors, administrators and essigns. 

This agreement shall be effective as of the date 

, first above written, provided that it is approved by the 

New York Stock Exchange not later than January 15, 1971. 
In the event that this agreement is not so approved by said : 
date, it shall be deemed null and void from its inception | 
and the Firm shall immediately return to the Lender ell 
property in any of the aforesaid accounts maintained by 
the Lender with the Firm or otherwise delivered by the 
Lender to the Firm pursuant hereto. 

This instrument, together with the Firm-Hirsch 


Agreement, embodics the entire agreement between the parties 


| 
and no other evidence of such agreement tis been or will be | 
executed without the prior written consent of the New York 
Stock Exchange. 


IN WITNESS WHEREOF the parties hereto have set 
their hands and seals this 4th day of January, 1971. 


FP. I. GuPONT, GLORE FORGAN & CO, 


Sn ee 
Se — 
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|| December 31, 1970. 


SCHEDULE A 


The cash constituting the general and limited 
partner capital accounts of the Lender in the Pirm, which 
it is agreed is $900,000, less the Lender's share of any 
losses of the Firm for the period July 2, 1970 through 


Addendum to Agreement Subor- 
dinating Account between 

F. I. duPont, Glore Porgan & Co. po 

(the Firm) and 

Paul Kohns 

(the Lender) dated as of | 

| 

} 


January 4, 1971 


If the obligation of the Firm hereunder shail 
mature prior to July 3, 1972, the Lender, in his sole dis- 
oretion, may oxtend this agreement to July 3, 1972. 
Purther, this agroament may be renewed, and all the terms | 


and conditions hereof shall continue in full force and : 


effect, until January 2, 1974 4f the Lender shall have 


delivered to the Firm not less than five (5) days prior to 


} 
the Maturity Date written notice to the effect that this | 


agreement shall de so renewed. In the event of any such 


| 
renewal, the cash and/or securities in the account at that | 
| 


time may be reduced in the sole discretion of the Lerdor, 
‘ | 


and the term "Maturity Date" as used in this agreement 


shall, unlens the context otherwise requires, be deemed 


to mean the date to which this agreement shall be so 


renewed, 


FP, I. duPONT, GLORE FOROAN & CO, | 


jermecmsenagentrmonnns gets aan lee: talon 
Se 


: Bl. Be. 10, oe. 375a-385a 
Pe eee 


AGREEMENT SUBORDINATING ACCOUNT 


THIS AGREEMENT, made as of the 4th day of 
January, 1971, between F. I. duPont, Glove Forgan & Co., 
& partnership formed under the laws of the State of New 
York (such partnersh’, as presently constituted and as 
it may be hereafter constituted from time to time, and any 
successor thereto; being hereinafter called the Firm) and 


Marshall |s. Mundheim (the Lender), en individual residing at 
184 Hast 64th Street, New York, N.Y. 10021 
® 


established an account with the Firm into which the Lender 
deposited the property listed on Schedule A hereto annexed 
and loaned said property tu the Firm. The Lender may from 
time to time add additional cash and securities and other 


The Lender has on the day first above written 


property to said account. All cash, securities and other 
property at any time or from time to time in such account 
(ineluding any securities resulting from the split up, 
exchange or conversion of any securities in such account 
or any liquidating distributions received on any securities 
in such account), and any interests of the Lender therein, 
are hereinafter collectively referred to as the Subor- 
dinated Property. The Subordinated Property does not 
include any other accounts which the Lender may now have 

or may hereafter establish with the Firm. The Firm 
undertakes and agrees that it will deliver all of the 
ice gates Property to the Lender on wey dat “0 
we 
| |i 3 4 
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(hereinafter called the Maturity Date) at the Firm's 
principal office. The term "Maturity Dats" shall also 
mean such date earlier than July 3, 1972 when the obliga- 
tion hereunder may mature as provided below. The Pirm 
also agrees to pay or assign to the Lender promptly after 
receipt by it, the amount of any interest, rights, cash 
or regular stock dividends (other than liquidating distri- 
butions or stock issued as the result of a stock split or 
of an exchange or conversion of any security) with respect 


to any security constituting Subordinated Property hereunder, 


the right to which the Lender hereby reserves. Default by 
the Pirm in making any such payment or assignment shall 
not accelerate the Maturity Date or any other obligations 
of the Firm hereunder, which obligations shall remain 
subordinated as hereinafter provided. 

whe Lender does hereby irrevocably agree for 
himself, his heirs executors, administrators and assigns 
to subordinate and hereby irrevocably does subordinate any 
and ell claims with respec’ to the Subordinated Property 
only (whether for money, securities, other property, or 


interests therein) which he, as owner, creditor or other- 


wise, may now or at any time hereafter have against the 


Firm, to the claims of all other present and future 
creditors of the Firm (other than other subordinated 
creditors as hereinafter provided) arising out of any 
matter occurring prior to the Maturity Date and that, in 


the event of any receivership, insolvency, bankruptcy, 


assignment for the benefit of creditors, reorganization 
whether or not pursuant to bevkruptcy laws, liquidation, 
or any other marshalling of the assets and liabilities of 
the Pirm, the Lender shall not be entitled to participate 
or share, rateably or otherwise, in the distribution of 
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assets of the Firm until all claims of all other present 
a future creditors of the Firm (otver than other sub- 

rdinated creditors as hereinafter provided) arising out 

f any matter occurring prior to the Maturity Date have 

een fully satisfied, or provision has been made therefor, 
Subordinated Property may be used, pledged, sold, 

sposed of or transferred or otherwise treated by the 


2m as its own property and the Subordinated Property 
e the proceeds of any sale or sales thereof may be applied 
y the Firm to the claims of all other creditors of the 


rm@.as fully to all intents ana purposes as though the 
were property of the Firm. If any of the cash, 


ecurities, other property or interests therein from time 


ransferred or disposed of by anyone to whom the same have 


een pledged, the Li ider shall have & contract claim against 


: time constituting the Subordinated Property are sold, 


@ Firm for the return of such cash or like securities 
r property, or interests therein, to the same extent 
@ would have had if he loaned the same to the Firm at the 
ime of sale, but such contract Claim shall be and remain 
ubordinated to the claims of all other creditors as above 
provided. Notwithstanding anything herein contained to the 
pontrary, the rights of the Lender hereunder shall be on 


r parity with the rights of any other present or future 
ubordinated creditor of the Firm under any subordination 
greement iain: such creditor and the Firm, excepting 

@ rights of PHM Corporation (PHM), a corporation organized 
@ existing under the laws of the District of Columbia, 
po @ subordinated account agreement made es of 


December 16, 1970 pursuant to Item 1 of a certain agreement 
(the Summary Agreemant) between the Firm and PHM and except- 
ing the rights of any ether subordinated creditor which are 
or may be superior to or on a parity with such rights of 
PHM under the provisions of such subordinated account agree- 
ment, the Summary Agreement, certain additional agreements 
(the Detailed Contract Provisions and the Addendum) between 
the Firm and PHM or a certain agreement (the Pirm-Hirsch 
Agreement), dated December 14, 1970, between the Firm and 
certain former partners of and subordinated lenders to 
Hirsch & Co., a dissolved New York limited partnership in 
liquidation, and to the extent not inconsistent with the 
Pirm-Hirsch Agreement excepting the rights of any subordi- 
nated creditor under any subordination agreement which ex- 


shall not be subordinated to the rights of other subordi- 


pressly provides that the rights of the creditor thereunder | 
| 
nated creditors oc upying @ position similar to that of | 


the Lender hereunder. 
The Lender further agrees that until the Maturity 

Date, he will not be entitled to withdraw any money, securi- 
ties, other property, or interests therein, from said 
aécount or accounts except in the circumstances and on the 
terms and conditions set forth in paragraph 3 of the Pirm- 
Hérsoh Agreement, the terms of which are incorporated herein 
by reference. If FEM shall withdraw any property in the 
account established by it pursuant to Item 1 of the Summary 
Agreement prior to the acquisition of the business of the 
Firm by @ new corporation to be formed to succeed to such 
business as provided for in the Summary Agreement, the 
obligations of the Firm hereunder shall mature on the date | 
of such withdrawal but without affecting in any way the sub-| 


ordinated status of the Subordinated Property as provided 
for herein. If prior to such acquisition the limited and 
general capital of the general, limited and special partners | 
of the Firm and the indebtedness of the Firm which is sub- 
ordinate to the indebtedness hereby created, as adjusted 
to reflect the results of the Firm's operations, shall be 
less than Eight Million Five Hundred Thousand Dollars 
($8,500,000) in the aggregate or would, as a result of 


notices of withdrawal received, be less than such aggregate 


amount, the obligations of the Firm hereunder shall mature | 


on the date of the withdrawal which causes the total of such 
capital contributions and indebtedness to fall below such 
amount. It is understood that (a) the only notices of with- 
drawal which are intended to be included within the scope 
of the preceding sentence are those which have in fact 
become effective so that the property subject to such 
notices has ceased *o have "net capital value" (as herein- 
after defined) under the rules of the New York Stock Exchange’, 
and (b) for purposes of the preceding sentence, a computation 
of capital contributions end subordinated indebtedness shail 

| b@ made on May 15, 1971 and on the 15th day of each month 

| chanaattes (up to and including acquisition of the business 
of the Firm by its Successor corporation referred to above), 

|| @a¢h such computation to be ae of the end of the preceding | 
calendar month, and the acceleration of the obligations of 
the Firm hereunder as provided for in the preceding sentence 
shall not take effect unless and until such a computation 
evidences a basis for such acceleration. If a computation 
of capital contributions and subordinated indebtedness is 
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not made and notice thereof given to the Lender within fif- 
teen (15) days after the 15th day of any month as herein 


tn ere 


required, then the acceleration shall be deemed to have 
occurred on the 30th day of such month. In the event of 

the death of the Lender, the indebtedness hereby created 
shall be repaid in full in accordance with the provisions 
applicable to the repayment of the capital contribution of 
@ general partner upon his death contained in the limited 
partnership agreement of the aforesaid Hirsch & Co. in 
effect on July 2, 1970. The obligations of the Firm here- 
under shall forthwith mature, together with interest accrued 


ooo 


thereon, in the event of any receivership, insolvency, 
bankruptcy, assignment for benefit of creditors, reorgani- 
sation whether or not pursuant to bankruptcy laws (excepting 


any transfer of the business of the Firm to a new corpora- 


tion as provided for in the Summary Agreement), liquidation 
or any other marshalling of the assets and liabilities of 


the Yirm. The indebtedness hereby created may not be paid 
or any Subordinated Property returned in whole or in part 
pursuant to the provisions of this paragraph without prior 
written notice to the New York Stock Exchange, and the 
Lender's right to repayment of the indebtedness hereby 
created or the return of any of the Subordinated Property 
on or prior to.the Maturity Date shall be subordinate as 
hereinabove provided. If the indebtedness hersby created 
is paid or the Subordinated Property returned in whole or 
in part on or prior to the Maturity Date, whether or not 


pursuant to the provisions of this paragraph, and if at the 
time of any such payment the Pirm was insolvent, the Lender 
agrees irrevocably for himself, his heirs, executors, 
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administrators and assigns (whether or not the Lender 

had any knowledge or notice of such insolvency at the time 
of any such payment) to repay or redeliver to the Firm, 
its successor or assigns, the sum so paid or the Subordi- 
nated Property so returned to him for the benefit of all 
other creditors of the Firm; provided, however, that any 
suit for the recovery of any such payment or for any such 
redelivery must be commenced within one year of the date 


of such payment. 
The Firm shall pay interest to the Lender et an 


annual rate equal to the prime commercial rate of interest 
charged from day to day by The Chase Manhattan Bank plus 
two and one-half (2-1/2) percent, but in no event less than 
six (6) percent per year, on any cash from time to time in 
said account or accounts (whether originally contributed 

or substituted for securities as hereinafter provided) and 
at the rate of five (5) percent per year on the "net 
capital value" (as hereinafter defined) of the securities 
in said account or accounts. As used in this agreement, 
the term "net capital value” shall mean so much of the 
market value of such securities as is allowed as net capital 
of the Firm under Rule 325 of the Board of Governors of the 
New York Stock Exchange as from time to time in effect. The 
first installment of interest shall be paid on March 31, 
31971 and thereafter said interest shall be paid quarterly 
on or before the last business day of each March, June, 
September and December prior to she Maturity Date, based 
upon net capital values under said Rule 325 determined as 
of the close of business on March 1, 1971 with respect to 
the first such payment, and thereafter as of the close of 
the first business day of the month in which payment ie due. 
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| 
Default in the payment of such interest shall not accelerate) 
the Maturity Date and the Firm's obligation hereunder shall 
remain subordinated as hereinabove provided. 

Any other provision herein to the contrary not- 
withstanding, the Lender shall have the right to have 
returned to him by the Firm at any time on demand, without 
notice to or consent of the New York Stock Exchange, money 
or securities in said account or accounts if the Lender 
assigns and delivers to the Firm in place thereof (1) money 
equal to the then net capital value under said Rule 325 of 


the securities so returned or other securities as readily 
| 


marketable as, and having a net capital value at least _ 


to, the then net capital value of the securities so return 


or (41) government .or municipal bonds having a net capital 


The indebtedness created hereby is not being made 


| 
| 
| 


organization of th> New York Stock Exchange ("Exchange") or | 


} 


in reliance upon the standing of the Firm as a member 


upon the Exchange's surveillance of the Firm or its capital 


position. The Lender has made such investigation of the 


| 
| value at least equal to the money so returned. 


Pirm and its partners as the Lender deems necessary and 


relying upon the Exchange to provide any information con- 
cerning or relating to the Firm and agrees that the Exchang 

| 

| has no responsibility to disclose to the Lender any informa~ 


} 

| 

: appropriate under the circumstances. The Lender is not | 
| 

| 

€ 
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tion concerning or relating to the Firm which it may have, 


now or at any future time. The Lender agrees for himself, 
his heirs, executors, administrators and assigns, that 
neither the Exchange, its Special Trust Fund, nor any 


governor, officer, trustee or employee of said Exchange or 
Pund shall be liable to the Lender with respect to the 


indebtedness created hereby or the repayment thereof or of 


any interest thereon. 

The provisions of this agreement shall be binding 
upon and inure to the benefit of the Pirm, its successors 
and assigns (including without limitation the sucsessor 
Corporation of the Firm referred to herein) and the Lender, 


his heirs, executors, administrators and assigns. 


This agreement shall be effective as of the date 


. first above written, provided that it is approved by the 
New York Stock Exchange not later than January 15, 1971. 
In the event that this agreement is not so approved by said 
date, it shall be deemed null and void from its inception 
and the Firm shall immediately return to the Lender all 
property in any of the aforesaid accounts maintained by 
the Lender with the Firm or otherwise delivered by the 
Lender to the Firm pursuant hereto. 

This inscrument, together with the Firm-Hirsch 
Agreement, embodies the entire agreement between the parties 
and no other evidence of such agreement has been or will be 
executed without the prior written consent of the New York 
Stock Exchange. 


IN WITNESS WHEREOF the parties hereto have set 
their hands and seals this 4th day of January, 1971. 


FP. I. duPONT, GLORE FORGAN & CO. 
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SCHEDULE A 


Seventy-five per cent (75%) of the general and 
imited partner capital of the Lender in the Firm at 


cember 14, 1970, which 75% is agreed to be $675,000, 


ess the Lender's share of any losses of the Firm for the 


riod July 2, 1970 through December 31, 1970. 


Addendum to Agreement Subor- 
dinating Account between 
FP. I. duPont, Glore Forgan & Co. 
(the Firm) and 
Marshall S. Mundheim 


(the Lender) dated as of 


January 4, 1971 


If the obligation of the Firm hereunder shall 
mature prior to July 3, 1972, the Lender, in his sole dis- | 
cretion, may extend this agreement to July 3, 1972. 
Further, this agreement may be renewed, and all the terms 
and conditions hereof shall continue in full force and 
effect, until January 2, 1974 if the Lender shall have 
Gelivered to the Firm not less than five (5) days prior to 
the Maturity Date written notice to the effect that this 
agreement shali be so renewed. In the event of any such 
renewal, the cash and/or securities in the account at that | 
time may be reduced in the sole discretion of the Lender, 
and the term "Matu ity Date" as used in this agreement 


shall, unless the context otherwise requires, be deemed 


to mean the date to which this agreement shall be so 


renewed. 


P, I. duPONT, GLORE FORGAN & CO, | 


1. Ex. 11, pp. 386a-387a 
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TELEPHONE: (212) 344.2000 


October 7, 1971 


Mr. Marshall S. Mundheim 
duPont Glore Forgan Inc. 
33 Broadway 

New York, New York 


Dear Marshall: 


The Agreement between you and the duPont partnership, executed 
on December 14, 1970, pursuant to which a subordinated loan 
was purportedly created, provided that "all of the existing 
dGF general, special and limited partners of dGF ... and at 
least 75% of the existing dGF limited and special partner 
capital ... of the Hirsch Partners who are not general partners 
of dGF shall be exchanged for an! replaced by «subordinated 

a -ounts or subordinated loans ..." When the December 14 
Agreement was implemented by the preparation of subordinated 
account agreements, in recognition of the fact that the losses 
of the duPont partnership during the period of time when you 
were a partner had not been finally determined, the schedule 
of property attached to the agreements provided that your 
"existing" Partnership capital was transferred to the account 
but did not identify the amount thereof. (In two instances, 
where an amount was identified, it was acknowledged that the 
amount was to be reduced by any losses thereafter posted to 
the partner's account). 


The results of the recently completed audit of the partnership's 
books and records at April 30, 1971, and showing an aggregate 
operating loss of approximately $33,000,000 and the internal 
calculations now in the process of finalization, to allocate 
that loss to the appropriate time periods, make it clear that 

as at December 31, 1970, there was no general partner capital 
left in the duPont firm, and the limited partner capital had 
been at least substantially impaired, if not totally eliminat 
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Mr. Marshall S$. Mundheim 
Octecber 7, 1971 
Page 2 


Accordingly, your partnership capital, which was supposedly 
transferred to subordinated debt status pursuant to the 
December 14 Agreement, did not exist if it was general part- 
ner capital, and probably did not exist if it was limited 
partner capital. There is, therefore, a little or no prop- 
erty in your subordinated account. 


Prior hereto, you have been paid interest on your account 

and in all other respects permitted to deal with your account 
as though it was not impaired -- and in the case of Messrs. 
Mundheim and Kohns, even permitted to make a withdrawal of 
principal -- because we felt it would be unfair to you for 

us to assume that your capital had been impaired prior to 
audited proof of that fact. Accordingly, prior interest 
payments were made. Since it is now clear that all or at 
least substantially all of your capital was impaired prior *o 
the creation of the subordinated account, we are writing to 
notify you that no further interest payments will be made 

and that we consider your account cancelled from its inception 
(or pending finalization of the December 31 calculations, at 
least substantially reduced in principal amount) and we demand 
prompt repayment of the interest payments and capital dis- 
tributions previously made. 


If you have any questions about this action, our counsel, 
Richard Shlakman (212) 269-7565 or (212) 344-2000 Ext. 1433, 
will be pleased to endeavor tw answer them, 


Vary truly yours, 


” age 


Larry S. Glazer 
Treasurer 


‘LSG/bmi 

cc: Mr. Ed First 
Mr. Jim Fuld 
Mr. R. Shlakman 
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We apologize &: you were -in any way confused by these inco 
statements.:: ** 27 a ee ae ee 


Very truly your: 


3, % 
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Larry Clazer,. ” anand os 
. Treasurer and fad tp F288 DS NaS 
Chief Financial Officer’ 
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MR. HOWARD: ¢ HERSCH | 
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INVESTMENT SERVICE 
WHEREVER YOU ARE 


ee 
SS'N. REPCSTING SERVI 
In the United States: Akron, Atlanta, Aurora, = 


lll., Bakersfield, Baltimore, Beverly Hills, Bos- | 

ton, Bridgeport, Bronx, Brooklyn, Burling- Statement of 
ton, Vt., Cedar Rapids, Chicago, Cinciny i, 

Clearwater, Cleveland, Coral Gables, Dai.as, 


Daytona Beach, Decatur, Denver, Detroit, 

Des Moines, Elmira, Eugene, Flint, Ft. Lau- FI NI AN if AL 
deruale, Gary, Hartford, Hempstead, Hilo, 4 

Honolulu, Houston, Indianapolis, Jackson- 

ville, Kansas City, Las Vegas, Los Angeles, ( ( j N DITION 
Manhasset, Madison, Wis., Memphis, Miami, i 


Miami Beach, Milwaukee, Minneapolis, 

Moline, Newark, New Orleans, New York 

City, Norfolk, Oak Brook, Oklahoma City, f 
Omaha, Orlando, Peoria, Philadelphia, as O 
Phoenix, Pittsburgh, Portland, Maine, Port- ! 

land, i ses ip pare Sage Mass., Read- 

ing, Richmond, Roanoke, Rochester, N. Y., F 

Sacramento, San Diego, San Francisco, San Sep temb er 28, 1969 
Jose, Salt Lake City, Sarasota, St. Louis, St. ‘ 

Petersburg, Seattle, Shreveport, South Bend, 

Springfield, Ill., Springfield, Mass., Terre 

Haute, Toledo, Wailuku, Washington, D.C, 

Waterloo, West Palm Beach, White Plains, 

Wichita, Wilmington, Del. 


In Canada: Montreal, Toronto, Winnipeg. 


Abroad: Beirut, Frankfurt/Main, Kuwait City, & 
Lausanne, London, Paris, Rome. ; : 


| FRANCIS L GuPONT & 
ae MEMBERS coe epee | 
"J FRANCIS L duPONT & CO. pom | 


‘ere s 
MEMBERS NEW YORK STOCK EXCHANGE AND OTHER : wit, ° eft: £088 
PRINCIPAL SECURITY ANO ITY EXCHANGES : o : 
Administrative Offices: One Wall Street, New York, N.Y. 10008 DATE 
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‘am FRANCIS L dUPONT & CA. 
STATEMENT OF FINANCIAL CONDITION AS OF SEPTEMBER 28, 1969 
ASSETS LIABILITIES 
CURRENT ASSETS. CURRENT LIABILITIES: 
Cash in banks and on hand Money borrowed on secu:ities 


Clearing funds and similar deposits secre eles Deposits on account of securities loaned 
Deposits on account of securities borrowed Payable to other brokers or dealers; 


Securities bought but not received 


accounts 
Margin accounts (secured! 
Accounts with free credit 
Equities In commodity 


Securities owned—at market value: 
United States Government securities 
State and munici ro securities 
Corporate securi 4 : 
Securities contributed as capital—at market value 14,646,000 | Miscellaneous current liabilities .. 
Comand notes of partes contributed as capital— Total current flabilities 00... 
Collateralized by cash and securities 


7,369,000 
Total current assets .. 574,170, 


OTHER ASSETS: 


Memberships in exchanges—at market value .... 
Furniture, Segoe and leasehold improvements 


(depreciated va 
Prepaid expenses 
Investments 

values, 


$ 4,823,000 
. 47,713,000 52,536,000 


ACCOUNTANTS’ OPINION 
Franels |. duPont & Co.: 


We have examined the statement of financial condition of Francis |. duPont & Co. as of September 28, 1969. 
Our examination was made in accordance with generally accepted auditing gr sap and accordingly included 
a review of the accounting system, internal accounting control, and procedures for safeguarding securities, and 
pros tests of the accounting records and such other auditing procedures as we considered Necessary in the 
circumstances. 


In our Magee the above statement presents falrly the financial position of Francis |. duPont & Co. at 
September 28, 1969, in conformity with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


New York, November 26, 1969 Haskins & Selts 
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ANNUAL REPORT 1969 
FRANCIS I. GduUPONT & CO. 


A MESSAGE TO OUR CLIENTS 


Although as a privately owned part- 
nership our firm is not required to 
publish an annual report, this is the 
fifth year that we have done so be- 
cause we feel an obligation to our 
clients to keep them informed in 
appreciation of their entrusting us 
with their investment transactions. 


Our report for 1969 includes a state- 
ment of our income and expenses as 
well as a statement of our financial 
condition; a review of the extraordi- 
nary decade of the Sixties and the 
outlook for the Seventies; an outline 
of the sweeping transformation 
under way in the securities industry; 
as well as an account of our firm's 
action programs and long-range 
planning to meet the opportunities 
and the challenges of the new 
decade. 


Founded In 1931, o1'r firm has grown 
greatly over the pa_: decade to be- 
come one of the leading investment 
flims in ihe nation. The number of 
our accounts has risen from 134,000 
in 1959 to 495,000 last year. Our cap- 
ital funds have more than doubled 
in the decade, from $29 million to 
$60 million; operating income has 
expanded from $31 million to $116.8 
miilion; the number of branch offices 
has grown from 74 to 95, and the 
number of account executives from 
800 to 1,600. 


Problem of Profitability 


Today the whole securities industry 
is faced with the problem of profit- 
ability. In addition to the pinch of the 
spiraling costs common to ali in- 
dustry, the securities business has 
had to cope with operational prob- 
lems peculiar to itself, requiring 
heavy extra expenditures. 


Edmond duPont, Chairman 


Francis |. duPont & Co. conducts a 
very large public business as well 
as serving institutional investors and 
investment banking clients. And the 
drop in trading on the stock markets 
last year, coming at the same time 
as steeply rising costs, resulted in 
our operating at a loss, as detailed 
in our Statement of Income and Ex- 
penses on Page 8. 


With the exception of our securities 
commission business with Individ- 
ual investors, however, all of the 
major areas of our operations were 
on a profitable basis as the year 
ended and some registered striking 
gains. Our total dollar volume of 
managed and co-managed under- 
writings was the highest in the firm’s 
history; revenues from institutional 
services advanced 35°/o; transac- 
tions in commodity futures In- 
creased 25°%/o to a new record high; 
and mutual funds sales established 
a new peak for the seventh consec- 
utive year. 


Our firm's financial position contin- 
ues characteristically stvong, with 
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(Chainisan) 
Wallace C. Latour 
(Senior Managing Partner) 


Harold A. Rousselot, Senior Partner 


(Vice Chairman) 
Gough W. Thompson, Jr. 
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“John W. Allyn 


*. Morris Goldstein 


” Edmond duPont * | 


Charles Moran, 7" 

Arthur C. Allyn, Jr. (Chicago) ° 
John W. Allyn (Chicago) » 
John J. Trask 

Morris Goldstein 

James M. King, Jr. 

Austin J. Lyons 


_ Harry A. Pujals 


Edwin B. Peterson 
Harold A. Rousselot 
Gordon R. Foote 
Milton A. Speicher 


’ - Gough W. Thompson, Jr. 
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Willis 8. Hamilton (Chicago) 


. Howard T. Kadelburg 


’ Edward A. White 


Charies J. Jordan 

Henry Stefany 

Harold G. Edelstein 

John S. French 

Willlam R. Humphreys, Jr. 
A. Philip Megna - 
. neem ‘fe rr. 


Jean V. Blossom 
Julia W. Campbell 


*. — A. Rhett duPont 
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Dudley J. Byers 

Alfred R. duPont, Jr. 
Stanton W. Frederick, Sr. 
Samuel A. Gay 

Morris Goldstein 
Howard T. Kadelburg 


Managing Partners 
_ Edwin 8. Peterson 


_Souah Thompson, Jr., Secretary 
fe GENERAL PARTNERS. , 


lee 


Wallace C. Latour 
Thomas W. Thompson 


’ Stanton W. Frederick, Sr. (Seattle) 


Peter R. duPont. 
Dudley J. Byers (Montreai) 


' Andrewl.N mm 


U. McCall Richey 
Robert J. Monahan 
Mark J. Appleman 
Alfred R. duPont, Jr. 
C. Kelly Reynolds, Jr. 
Llewellyn P. Young 
Arthur C. Parson 
Herbert A. Fraenkel 
Philip C. Loo:vis 
James J. Hughes, Jr. 


SPECIAL PARTNERS 


Phillip R, Clark 
George W. Elweil 
George W. Fellows 
Roger D. Gabbert 
Stephen S. Head 
Elijah N. Jones 

Phil A. Petitt 

ae D. Rosenstein 


" LIMITED PARTNERS 


Willlam Turnbull 
Fred G. Wacker, Jr. 
Hugh C. Waliace 
Harry G. Willlams 
Wiiliamson Pell, Jr. 
Fred’k Lewis, Jr. 
John H. Riley 

Edna M. Kendall . 


Arthur C. Person 
Edwin B. Peterson 
Alfred J. Rauschman 


Milton A. Speicher, Senior Partner | 


Thomas W. — 


"OFFICE OF THE MANAGING PARTNER 
: Wallace C. Latour, Senior Managing Partner 
-  SamuelA.Gay _ Tomes W. Thompson 


"FINANCE COMMITTEE 
_ Edmond sali Chairman 
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_ Wallace C. Latour 


Milton A. Speicher - 


Gomes Lk. Ayer 


Willlam N, Altyn 
Sydney Parlow 
Willlam W. Madden 
Willlam A. Victor 
Robert C, Diserens 
Alfred J. Rauschman 
Warren Ackerman, Jr. 
Donald Mutterperi 
Samuel A. Gay 
Rudolf Smutny, Sr. 


. Edmond R. duPont 


Charles T. Steffens 
H. James Toffey 


_ Vincent Gentile . 


Ralph W. Williams 
James M. Downey 
Donald D. Farinetla 
Charles F. Benzel 
Robert L. Carpenter 
Jerry P. Oakiey 
Salvatore DeLuca 


Nat Sandler . 
John A. Fitz Randolph | 
Denaild L. Graltiam 
Trustees under deed of trust. 
April 15, 1960 


” Emile F. duPont, Trustee 
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A MESSAGE TO QUR CLIENTS contnueo 


eapital funds exceeding $60 million 
and total assets aggregating $557 
million. 


Younger Management Team 


Perhaps the most significant devel- 
opment in our firm last year was the 
transition to a younger, though 
highly experienced, management 
team. The four partners now func- 
tioning as The Office of the Manag- 
ing Partner — Wallace C. Latour, 
Samue! A. Gay, Edwin B. Peterson 
and Thomas W. Thompson — aver- 
lage 47 years of age. 


easures undertaken by the new 
anagement team resuited in solid 
progress in straightening out prob- 
mems carrying over from late 1968, in 
educing expenses without impair- 
ng the quality of our services, and 
n laying the groundwork for sound 
ure growth that will enable Fran- 
is 1. duPont & Co. to maintain Its 
leadership position as a “full serv- 
* investment firm to meet the 
ds of afl clients, large and small, 
bublic, institutional and investment 


king. 


stallation of a new multimiilion 
ollar communications/data pro- 
essing complex, featuring third 
ation computers linked to an 

onic teletype network with ter- 

is in all of our branch offices, 

3 been completed. This sophisti- 
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cated system, soon to become oper- 
ational, is geared to handling larger 
volumes at higher speed with 
greater accuracy and lower cost. 


Viewing the Future 


Although 1969 was a very trouble- 
some year for both investors and the 
securities industry, we have confi- 
dence in the strong basic growth 
characteristics of the American 
economy and the ability of the in- 
vestment business to fuifill its essen- 
tial role in facilitating the vast flow 
of investment funcs that American 
industry and government will re- 
quire In the new decade. 


Projections of the New York Stock 
Exchange, which have proven con- 
servative in the past, point to a 
tremendous increase in trading ac- 
tivity on the nation’s stock markets 
~ doubling by 1975 and tripling by 
1980. 


Thanks to the infusion of “new 
blood” in our management and the 
scope of our preparations, we look 
forward not only to keeping pace 
with the great growth of activity fore- 
seen on the stock markets but also 
to improving the range and depth of 
our investment services to all of our 
clients, — 
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| BEST COPY AVAILABLE 


Wallace C. Latour 


Edwin B. Peterson 


ea ntre Economic c Expansion | 


“in U.S. History 


The decade of the Sixties encom- 
passed, beginning in February 1961, 
nine consecutive years of economic 


“ _ expansion. 


Gross National Product (the sum 
total of all goods and services) rose 
from $484 billion in 1959 to $932 bil- 
lion — an increase of 93%o. industrial 
" production expanded 64%, personal 
income 94°/o, corporate profits after 
taxes 78°/o; dividend payments to 
stockholders nearly doubled. 


This record of spectacular aes was 


marred, however, by an ascending 
inflation of consumer prices over the 
last half of the decade. Although the 
U.S. had experienced a long period 
of relative price stability from 1958 
to 1965, when increases averaged 
only 1.3% a year, prices spurted 
4.2°/c in 1968 and then jumped 6.1% 
_ In late ‘69, by far the worst inflation 
since 1951, eariy in the Korean War. 


'- Stock Market Trading Soars 
Ouring the past decade we took 


~ giant steps toward becoming truly _ 
a nation of shareowners — the num- - 


ber of stockholders doubling from 
12'/2 million to well over 26 million. 
On the New York Stock Exchange, 
trading surged from a daily average 
of 3.2 million shares in 1959 to just 
under 13 million shares in 1968 (with 
five 20-million share days), precipi- 
tating a paperwork jam throughout 
the securities industry. Last year, 
however, volume siackened to 11 
miltion shares a day. 


With the rapid growth of mutual 


funds, as other institutional inves- 
tors turned Increasingly from fixed 
income securities to equities, and 
with fund managers’ emphasis on 


“performance” accelerating turn- 
over of holdings, institutional trans-. 


actions became a poterit factor In 
the stock markets. On the NYSE In- 
stitutions now account for over half 


" of the total volume on the tape. While 


a transaction of 10,000 shares was a 
rarity ten years ago, last year 15,000 


transactions of 10,000 shares and 


more took place. 


‘Today the appearance on the tape 


of even a block of 100,000 shares 


causes little comment. The ability of - 


the NYSE to handle jumbo-size 
blocks demonst ates a liquidity un- 


equalled among the world’s finan- 


cial marketplaces. 


Trading by foreign Investors has 
multiplied nearly six times — from 
$4.1 billion in all U.S. securities 
markets in 1959 to $24 billion last 
year. On the selling side for many 
years, foreign investors turned to 


buying on balance in 1967, 1968 and © 


1969. 


Interest Rates and 
Fixed income Securities 


- 1969 marked the coming of age of : 
the investing public in the bond 


market. For years fixed Income 
securities have been the domain of 
institutions although individual in- 
vestors have increasingly been 
reaping the advantages of tax ex- 
emption. In 1969, however, Individ- 
uals attracted by the extremely high 


Yield on now issues of high grade 
corporate bonds (per cent) fi 
— “ 


Gee 
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* Just as the Sixties started out with 
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recession, the Seventies apparently 
are beginning with a slowdown in 
real economic growth (after allow- 


_ ance for inflation). 


| A package of fiscal, monetary and 


‘military developments,. however, Is 


already reducing the growth of 
aggregate demand, a first step to 
easing the rate of price inflation. 


Ali of the major stimulants to the 
growth of excess demand in the In- 
flationary 1965-68 period have been 
reversed. Military spending is now 
declining after having skyrocketed 
by $30 billion in 1965-68. The Fed- 
eral Reserve has shifted from a 
highly expansionary stance to se- 
vere credit restraint. The Treasury 
accounts are now in surplus after 
having been in deep deficit. 


A successful attack on the sources 
of inflation can lead the way to a 


phenomenal advance of the econ-. 


omy in the Seventies. Gross Na- 
onal Product can be projected to 
advance from $932 billion last year 
0 $1.9 trillion In 1980. This doubling 
national output (in ‘69 dollars) 
slates into 6.5°/o annual rate of 
growth, which would exceed that in 
previous decade of U.S. history. 
suming a more peaceful worid, 


hich would reduce inflationary -- 


almost 4.5°/o of this ad- 
ance is likely to be in rea/ output 
rat er than in price rises. 


Securities Industry 
roubled 1969 may well go down in 
ial history as the year in which 


the vcsbiiniisn was laid for tunde- 
mental changes in the securities 
industry. © 


With traditional concepts of doing 


business undergoing transition and - 
new tracing patterns emerging, em- 
phasis is being put on new ap- 
proaches, new technology and long- 
range planning to give the Industry 
the capability of handling effectivel, 
the dramatically higher volumes of 
trading projected for the Seventies. . 


The urgent need for change is un- 
derscored by projections that aver- 
age daily volume of trading on the 
New York Stock Exchange may rise 
from 11 million shares last year to 
23 million shares in 1975 (with as 


~ many as 40 million shares traded on 


peak days) and < i average of 36 
million shares in 1980 (with peak- 
day volume reaching 60 mniion 
shares). 


Foremost on the industry's blue- 
print for the future is the restructur- 
ing of the system of processing 
securities transactions. The New 
York and American Stock Ex- 
changes, together with a banking 


‘Industry task force, are working on — 


developing standardized machine- 
readable stock certificates (uniform- 
ly coded to be “read” automatically 
by electronic data processing 
equipment). Adoption of such cer- 
tificates would cut sharply into the 
harassing paperwork problem and 
also, by facilitating quicker count- 
ing of securities, would provide an_ 


added measure of safety. 


(Continued on Page §} 
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THE SIXTIES CONTINUED 


yields were big buyers of corporate 
bonds, federal agency and treasury 
bills, as well as municipal bonds. In 
certain markets individual pur- 
chases exceeded institutional. 


Seldom associated with dramatic 
happenings, there was nothing 
sedate about the bond market last 
year as it became a major casualty 
of the Federal Reserve's head-on 
attack on inflation via tight credit 
and expensive money. As interest 
rates soared to the highest levels 
in over a century, bond prices 
slumped, raising yields to unprece- 
dented heights. 


During 1969, too, the tax exempt 
privilege on municipal bonds met 
its first serious challenge. The House 
of Representatives inserted provi- 
sions in the Tax Reform bill that 
would have seriously impaired tax 
exemption. Until the end of the year, 
when the provisions were deleted 
from the final bill, the municipal 
bond market was chaotic. It also 
suffered from the Fed's monetary 
policy, because the commercial 
banks, the prime buyers of munici- 
pal bonds, soon had little or no new 
investment funds for municipal 
bonds. 


The capital gains changes, particu- 
larly those affecting the banks, also 
played havoc with the bond mar- 
kets. Since profits on banks’ secur- 
ity transactions are to be taxed as 
ordinary income rather than as.cap- 
ital gains, banks are discouraged 
from adding older bonds selling at 
discount prices to their portfolios 
and may even turn to liquidating 
their older issues. 


Francis |. duPont & Co. 


For Francis |. duPont & Co. the dec- 
ade of the Sixties was one of great 
growth that brought us from an or- 
ganization of relatively moderate 
size into a position of leadership 
among the nation’s investment firms. 


Particularly significant has been the 
broadening of the scope and depth 
of our services. Today we are a 
major factor in trading on the na- 
tion's stock exc! inges, a prominent 
marketmaker in unlisted securities, 
one of the largest firms handling 
commodity futures, and rank high 
in the underwriting and distribution 
of security issues. Our institutional 
business is growing impressively 
and we are one of three NYSE firms 
recognized as government bond 
dealers. 
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The final year of the decade was 
not protitable, however, because of 
the rapid inflation of costs that has 
troubled the entire financial com- 
munity since 1968, coinciding with 
a sharp drop in trading volume on 
the securities markets in 1969. 


It is noteworthy, though, as Edmond 
duPont points out in the introduc- 
tion to this report, that all major 
areas of our operations, except our 
securities commission business with 
individual investors, were on a prof- 
itable basis at yearend and some 
showed substantial gains. 


With capital funds aggregating $60 
million and total assets $557 million, 
our financial position is strong. 


“= BIVE-YEAR RECORD OF INCOME AND EXPENSES ©... 


. ales, Research, interest and Brokerage ... 
"Processing operations and Aécounting 
Payments for the benefit of employees 


. Net income (Loss) avaliable to Partners 


Estimated Fed. income Taxes (Recoveries) ... 


Year Ended . Year 
Dec. 31, 1969 -- Dee. 31 1868 


116,832,000 |. $119,693,000 
90,348,000 f° 77,897,000 
27,592,000 

3,283,000 

110,722,000 
8,976,000 
4,215,000 
Area 


Year Ended 
Dec. 31, 1967 


$90,800,000 


58,412,000 
14,788,000 


Year Ended Year Ended 
Dec. 31, 1965 
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TH = SEVENTI ES CONTINUED 


The ultimate solution to automated 
securities handling, in all probabil- 
ity, lles in the concept of a nation- 
wide system of central depositories 
for stock certificates that would pro- 
cess transactions by bookkeeping 
entries, linking brokerage firms, ex- 
changes, banks and major institu- 
tional investors. 


A start has bean made by the NYSE 
in activating a Central Certificate 
Service depository —- a system de- 
signed to replace the physical deliv- 
ery of stock certificates between 
brokers. Last year more than one bil- 
lion shares valued at $42.5 billion 
were “delivered” by computerized 
bookkeeping entries. At the yearend 
464 million shares were on deposit. 


nother key project, a Block Auto- 
ation System using computers to 
atch buy and sell interests for 
arge blocks of stock — a matching 
process now done largely by thou- 
nds of telephone calis between 
brokers — is being initiated by the 
YSE. The system's network will 
service mutual funds, banks and 
pension funds as well as brokerage 
irms. 


Of particular significance to the 
small investor,” the NYSE has also 
augurated a 3-phase program to 
jotally automate odd-lot trading. 
Phase 1 of this program has already 
successfully launched. Phe: 2 

is now in the works. A similar pro- 
ram is under way on the American 


Exchange. 


To afford the magnitude of expen- 
ditures necessary to provide and 
maintain the capacity that will be 
required to meet the needs of the 
nation’s investors in the years 
ahead, the industry realizes that it 
must be able to earn enough return 
on invested capital to attract a flow 
of additional! permanent capital. 


A detailed analysis of the commis- 
sion business of securities firms in- 
dicates that a new commission rate 
Sstructureht scomea crucial need 
for the Seventies. As the Exchange 
points out, costs of handling small 
orders have outpaced commissions 
to such an extent that there is little 
incentive for brokerage firms to de- 
velop and service the business of 
many individual iivestors. In the 
new schedule of r-inimum rates pro- 
posed by the NYSE, one of the key 
modifications is an increase in rates 
on small orders. 


The industry, it is clear, cannot meet 
the demand of the Seventies by 
working within the capital limitations 
of the Sixties. To facilitate the ac- 
quisition of additional financial re- 
sources that will be required in the 
Seventies, proposed amendments to 
the constitution of the NYSE to per- 
mit public ownership of securities of 
member firms are being discusr3d 
with the Securities and Exchange 
Commission ai this time. 

Francis L duPont & Co. 

Francis |. duPont & Co. has been a 
pioneer in automation in the secur- 
itles industry since the early Forties 


‘Stock market volume 
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when we were among the first to use 
equipment then known as “elec- 
tronic calculators.” Since the mid- 
Fifties we have been among the 
leaders in electronic communica- 
tions and data processing and are 
keeping pace with the increasing 
technological sophistication of sys- 
tems and equipment. 


While this Involves substantial ex- 
penditures, we expect that automa- 
tion will not only give us the capacity 
to handle efficiently the growth In 
volume anticipated in the Seventies 
but also will lead to substantial im- 
provements in client services. 


There has been much public com- 
ment and some concern among in- 
vestors as to whether the securities 
industry is trending toward the 
larger individual investors and In- 
stitutions. As faras Francie | duPont 
& Co. is concerned, we re-affirm our 
long-standing policy of offering 
brokerage services to ai: investors, 
large and smaii, individual and iIn- 
stitutional. 
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Because we view the individual in- 
vestor as the cornerstone of our 
business, we continued to invest 
considerable money, time and en- 
ergy during 1969 in efforts to assure 
a high standard of performance in 
serving clients of our nationwide 
network of branch offices. 


Principal developments included 
more intensive automation of our 
operations with the installation of 
new computerized communication 
and data processing facilities, fur- 
ther strengthening of our Research 
resources and the restructuring of 
our branch office system. 


Although, as notec previously, our 
commission revenues from retall 
business on the stock markets 
dropped from 1968 leveis in reflec- 
tion of the slump in trading activity, 
our strong mutual fund operation 
produced a new high in sales of 
these securities. And we aistributed 
a larger volume of securities under- 
written by us than ever before. We 
also handled a record volume of 
transactions for customers trading 
in commodity futures. 

Research Services 

@ While since the founding of our firm 
in 1931 we have emphasized invest- 
ment research as a primary key to 
successful investing, during the past 
year we made particular progress 
in increasing both the range and 
quality of our Research capability. 


J tfolio Analysis Department, 
wh' vuame into its own in 1969, 
pro..des a rapid but thorough com- 
puter-assisted review of client hold- 
ings with suggestions for better 
performance. By yearend, we were 
able to nearly triple the capacity of 
this important service. 


In another significant development, 
we established a Financial Stocks 
Department whose staff specializes 
in the study of financial institutions. 


Our popular Investment Vatues For 
Tovay service, which is built around 
a comprehensive quarterly publica- 
tion that analyzes 2conomic trends, 
developmenis in key industries, and 
outstanding companies recom- 
mended by our highiy qualified 
research staff, vas further stream- 
lined. The quarterly IVT is followed 
up by periodic supplements and re- 
vised lists of investment recommen- 
dations, supported by a continuing 
tiow of individual reports on recom- 
mended companies. Spot develop- 
ments are flashed to all branch 
offices via our privete newswire. 


Automation 


During 1969 we continued to tech- 
nologically upgrade our automation 
facilities beth for communications 
and for data processing operations. 


With the completion of our new 
Communications/Data Processing 
center in New York, which includes 
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four third-generation computers, a 
faster, more efficient and more ac- 
curate communications system will 
soon link all of our domestic and 
Canadian offices with our New York 
headquarters and also with the 
floor or the New York and American 
Stock Exchanges, the Chicago 
Board of Trade and the Chicago 
Mercantile Exchange. Most aignifl- 
cant for the future, the new computer 
coniplex also has a generous potsn- 
tial for expansion of capacity. 


Restructuring our 
Brauch Office System 


Constructive steps were taken last 
year to adjust our branch office sys- 
tem to changing economic and pop- 
ulation patterns and to prepare our 
nationwide office network for the 
opportunities projected for the 
Seventies. 


In line with a long-range plan, our 
aim is to establish full-scale invest- 
ment service centers strategically 
located in major — .rketing areas, 
with enlarged staffs of Account Ex- 
ecutives and », .cialized personnel, 
equipped with the most advanced 
electronic information and cammu- 
nication devices... ~ 


Last year we reiocated and enierged 
our offices in Atlanta, Ga., Los An- 
geles and Sen Diego, Callf., ¥/ash- 
ington, D.C., Springfield, Mass., 
Flint, Mich., Hempstead, Long Islan? 
and Park Avenue, New York. We 
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also enlerged branches in Provi- 
dence, R.I., West Palm Beach, Fia., 


and Newark, N.J. And a number of © 


other branches were modernized. 


At the same time by transferring 
accounts and Account Executives, 
we consolidated some smaller of- 
fices into larger metropolitan area 
branches, giving clients the benefit 
of more efficient service proviced 
by these augmented facilities. 


Progress In Other Major Areas 


There were impressive develop- 
ments in other major areas of our 
services to clients, most notably in 
mutual funds, commodities, under- 
writing distributions and unlisted 
securities. 


Mutual Funds 


1969 was our firm’s seventh consec- 
utive year of record sales of mutual 
fund shares. 


Although we emphasized the more 
conservative type funds selectea for 
consistency of performance over & 
period of years — rather than “go- 
go” or perf~:mance funds — the 
average size uf mutual fund sales by 
the firm increased 50°/s. One con- 
tributing factor to this performance 
is that we ha' s. beer, schooling our 
Account Executives in the extension 
of mutual fund shares to such growth 
areas as corporaie pcnsion and 
profit sharing plans, Keog:. plans 
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for the self-employed and estate 
planning, as well as for the cus- 
tomary client objectives of retire- 
ment income or a possible hedge 
against inflation. 


Underwriting Distributicis 


in 1969 our firm participsted in 
more underwritings than In any pre- 
vious year. This enabled our clients 
to obtain a wide variety of securities 
— 30th of new companies and well- 
kne vn established companies — on 
a net basis. Particularly noteworthy 
was the record number of tility 
shares which we were able to meke 
available to our clients. 


Commedities 


Long a major ‘actor in the nation's 
commodity -futures markets, Our 
firm last year handled the largest 
volume of transactions for clients in 
our history, the rise of 25%/o in our 
volume exceeding the industry in 
crease of 21% i aagregrte trading 
on commodity ma: kets. 


Like other aspects of the “inancia! 
world, commodity markets hava 
been undergoing substantial 
change. in 1999, plywood, lumber, 
molasses and apples were adcied to 
futures contracts lists. The costs of 
membership privileges on tiany 
commodity markets are at unprec- 
edented highs and a 75°/s increase 
in overall commodity trading js fore- 
seen within the next five years. Our 
firm is keeping pace with this pros- 
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pective growth by thorough training 
of Account Executives, and by con- 
tinually matching our commodity 
services to the needs of our clients. 


Unlisted Securities 


Despite tt: sharp drop In trading on 
the stock exchanges, our volume of 
transactions in unlisted securities 
held up well last year, running only 
slightly behind the record volume 
of 1968. A factor in this showing was 
the large number of new issues that 
became available for tru ~".ag. 


We make primary markets in 740 
unlisted securities, Including banks, 
Insurance and pubiic utility com- 
panies and established industrial 
corporations, in our New York Un- 
listed Trading Department. In addi-. 
tion, more than 100 local issues are 
traded in our branches. 


Promising an important conven: 
ience to clients, a new, nationwics 
automated system of quoting did 
and asked prices for unlisted se- 
curities will be inaugurated by the 
National Associat'ar ec! Security 
Mealers later this , ar. Reolacing 
ence-an-hour quotations on % Iim- 
ited numb«r of stocks, the new sya- 
tem will furnish quotations Initially 
on 3,000 issues, increasing tn stages 
to an uitimate goal of 20,600. 
Changes in quotations will be re- 
ported immediately and, for the first 
time, daily volume figures on sales 
will be provided. 
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The growth of institutional investors 
relative to individual investors has 
been accelerating in recent years. 
Institutions now account for over 
half of the entire volume of public 
strading on the New York Stock Ex- 
gchange. 


#7 recognition of this trend, in 1968 


rancis |. duPont & Co. rev ganized 
and substantially augmented its ef- 
7orts to serve the institutional invest- 
ng market. Our buliding program — 
hich is still in progress — has 


mencompassed every aspe:t of the 


rm’s institutional services. inctud- 
g research, trading, sales, and 


madininistratior for both fixed income 
mend equity se :urities. 


Be “ pur strategy for serving the institu- 
4 sonal market is straightforward: to 


acome known as one of the | ad- 


ang “full-service” institutional firms, 


peting effectively for business 
every major segment of the mar- 
We deal in all securities, from 
Movernment—tond-to- unlisted 
‘Jocks, on the basis of ideas, execu- 
bns, sales coverage and portfolio 
bunsel with all types of institutions, 
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ranging from mutual funds io insur- 
ance companies and from public 
pension funds to hedge funds. 


Accordingly, we have systematically 
defined our clients’ needs in each 
of our market segments and as- 
sessed the competition as well as 
the growth potentia.. Where-we have 
found needs that we could satisty 
with availiable or attainable re- 
Sources, we have prepared our- 
selves to do so. 


Thus far, the results have been grat- 
ifying. In 1969 our revenues from 
institutional clients rose by 35% 
versus 1968, from $10 million to 
around $13.5 million. This growth, 
while according ‘o plan, was par- 


ticularly encourag’iig, in view of the . 


extremely difficult conditions that 
prevailed in 1969 when many major 
firms considered themselves ‘ortu- 
nate to equal their 1968 revenues 


from institutional customers. 


Furthermore, an interim commission 
rate structure established by the 
NYSE on Dec. 5, 1968, reducing 
commissions on large listed stock 


orders by as much as 50%, naturally 
affected the institutional business. 
In fact, listed stock commissions, 
which constitute a significant part 
of our institutional revenues, were 
about 15°/o lower in 1969 than they 
would have been without the “vol- 
ume discount," but still substantially 
ahead of 1968. 


It Is also significant that our growth 
took place in all types of securities 
— government, corporate and mu- 
nicipal bonds and toth listed and 
unlisted stocks. 


Areas of Major Progress 


During the year, major progress was 
made in each of the following im- 
portant areas: 


Institutional Reser-ch: This depart- 
ment was “born” in 1968 and during 
the past year we added to personnel 
and our research capability signifi- 
cantly. in the highly competitive 
institutional research market recog- 
nition follows from demonstrated 
performance. In 1969 we exposed 
Our capability to most of the major 
institutiona; investore in the country, 


as 


and gained recognition from a very 
large number. While we regard this 
as a long-term project, our commit- 
ment to excellence is total. 


Ma Biock Stock Trading: In 1969, we 
[a augmented the Block Stock Trading 

fm Department personnel, moved into 
Mm new quarters affording the most 
m™ modern equipment available, and 
B &xpanded our network of direct lines 
from the trading desk to active cus- 
tomers. In addition, we continued to 
be moderately aggressive in com- 
a miting the firm's own capital, sup- 
plying liquidity tor our institutional 
customers over and above that of- 
B fered by the central marketplace. 
g We were In the vanguard in support- 
ing the NYSE Block Automation 
im System which, by providing substan- 
Sitially greater liquidity for the institu- 
tional investor, should be in the 
long-term best interests of our cus- 
tomers and the industry. 


mn the Block Stock Department, our 
phasis is on service, speed and 
discretion, aiming for the best ex- 
lions possibile in widely varying 
pircumstances. Our progress is evi- 
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denced by the fact that the number 
of shares handled i, 1969 by our 
Block Stock desk increased by 20°/o 
over 1968. 


Government Bonds: Our newly 
opened Government Bond Depart- 
ment developed rapidly in 1969. And 
as one of three NY SE member firms 
that are recognized government 
bond dealers, we were able to add 
significantly to our ability to service 
large Institutional customers. 


Corporate Bonds: In 1969 we estab- 
lished a highly specialized Corpo- 
tate Bond Sates Unit to service 
major corporate bond customers 
throughout the country directly from 
the trading desk in New York. This 
d8partment, combined with greatly 
strengthened trading capability, 
tumed in an impressive record of 
growth and profit in its first year. 


Municipal Bonds: Our underwriting, 
sales and trading efforts in munic- 
ipal bonds were substantiaily in- 
creased during the year. As a result 
we expanded our share of the in- 
stitutiona!l municipal bond business 


Growth of 


in 1969. And we expect this growth 
to continue through 1970. 


The Employee Benefit Plan Market: 
One of the most rapidly growing 
sectors Of the institutional market Is 
that of the corporate, union and 
group pension or profit-sharing 
pian. During 1969 we developed a 
number of products and services 
specifically designed for these mar- 
kets, Including the only “prototype” 
pension plan available through a 
NYSE member firm and a unique 
Payroll Deduction Investment Plan 
designed for the union and group 
fund market. Customer reaction has 
been enthusiastic, and we plan to 
cultivate this field aggressively. 


Sales Force: During 1969 we in- 
creased our institutional sales force 
from 35 to 60 men, located in 23 
cities throughout the country. Our 
institutional salesmen are responsi- 


ble for matching their customers’ 


needs with our broad range of ca- 
pabilities, with the objective of pro- 


. viding total customer service. Our 


sales force, we feel, is already one 
of the best in the industry. 
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Our total! dollar volume 
of Underwritings 
managed or co-managed 


Mullsas of dollars 
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969 was another outstanding year 
for our investment banking activities 
in managed public offerings, under- 
riting participations and mergers 
and acquisitions. 


janaged Public Offerings 


Our total dollar volume of managed 
nd co-managed underwritings 
ached an ali-time high in 1969. 

inciuded among these was the larg- 
t single offering in the history of 

bur firm: $100 million of 25 year 

Bpebentures for Thea Signal C m- 

@ianies. Our public offerings also 
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Southern Railway Co. 


_ Arkansas Power & Light Co. 


Automatic Radio Mfg. Co. 


Norfolk & Western Rwy. Co. 
King Radio Corp. 


Mangurian’s Inc. 

Missouri Pacific R.R. Co. 

Tiffany Industries, Inc. 

Chadbourn Inc. 

Dayton Power & Lic ht Co. , 

Consolidated Leasing Corp. of 
America 

Valle’s Steak House 

Penn Engineering & Mfg. Corp. 

AAA Enterprises, inc. 

Hartfield-Zodys, Inc. 

L. S. Good & Co. 

National Silver Industries Inc. 

Florida Power & Light Co. 

Missouri Power & Light Co. 

Deltona Corp. 

Georgia Power Co. | 

United Bancshares of Florida 

John H. Harland Company 

Crest-Foam Corp. ~ 

Don Sophisticates, inc. 

Hyde Athletic Industries, inc. 

Louisville & Nashville R.R. Co. 

SMD Industries, Inc. 

Seaboard Coastline R.R. Co. 
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We act as investment banker and 
financial advisor for a large number 
of companies. In so doing, we pro- 
vide an outside, objective viewpoint 
and are able to contribute our 
experience and knowledge toward 
financial decisions and financial 
planning. 


In addition, because we keep close 
to economic, business, financial and 
stock market trends, we provide an 
insight which can be heipful to 
corporate managements in making 
important decisions. 


Private Placements 

An Important organizational devel- 
opment during 1969 was the es- 
tablishment of a Private Placement 
Department under the direction of 
Rudolf Smutny, Sr. This department 
arranges institutional-quality place- 
ments, including equipment trust 


' obligations secured by rolling 


stocks of transportation companies. 
In addition, the department seeks 
funds from private sources for the 
financing of established entities as 
well as more venturesome capital, 
including so-called “seed” money, 
for younger companies whose prod- 
ucts or services appear to have 
outstanding potentials. 


INVESTMENT BANKING CLIENT 


Underwriting Participations .- _ 2 
_ (In 1969 we again achieved a new =}. 
_high in underwriting participations: == FRANCIS). SUPONT, A.C. ALLYN, INC. 
525 primary and secondary offer- . *: 
ings, either registered (with the Se- =~ Our investment banking ac‘ivities are conducted largely through 
curities and Exchange Commission) ~~ our wholly owned subsidiary, Francis |. duPont, A. C. Allyn, Inc. 
"or unregistered. Overall, we distri- } In recognition of the growth and importance of these activities, 
buted 6,855,621 shares. : ; the top management of this investment banking subsidiary was 
; : : ‘ reorganizec during the year, as follows: 
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Aergers and Acquisitions egal 
Our merger and acquisition activ- Directors and Officers 


ities also continued at a brisk pace Edmond duPont Chairman of the Board 
during the past year. Among our = JuhnW. Allyn Vice-Chairman of the Board 
merger-acquisitionaccomplish- Morris Goldstein. — President and Chief Executive Officer 
ments were: : ie Johi 3. French Senior Vice President 

: oe F. 1A. Petitt Senior Vice President 


W.A.Chester,Inc.- "> Milton A. Speicher Treasurer 
Power Line Erectors, Inc. 1 of 
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- Directors 
Gus Mayer Stores, Inc. — ~. 


Warnaco,inc. - =. ee Wallace C. Latour 
Thomas W. Thompson 


industrial Air Products Co. a a Rudolf Smutny, Sr. 


American Cryogenics, Inc. ee 

- City News Printing Corp. — tee 
John Blair & Company ; : 

a «Lau Blower Co. — an 
Philips Industries - ae 
Life insurance Co. of Kentucky — 
‘Hamilton international Corp. . 


Tradehome Shoe Stores, Inc. — 
J. J. Newberry Co. 


Officers 


O. Foster Devereux Vice President 
Peter A. Ulin Vice President 
Stephen S. Head Vice President 
Sough W. Thompson, Jr. Sec sary 
Joseph R. Nevotny Assisiant Secratary; 
Aai'c ant % reasurer 
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YOUR INVESTMENT SUCCESS 
IS OUR BUSINESS 


We offer our clients a full range of investment and 
brokerage services. In addition to a steady flow of 
up-to-date research recommendations and back- 
grourid information, we provide the following: 


LISTED STOCKS AND BONDS — Membership in 
leading stock exchanges as wai! as our private 
communications network enable us to provide you 
with fast, efficient service. 


MUTUAL FUNDS — We dea: in a great many funds 


and can supply information about those that may 
interest you. 


TAX-EXEMPT SECURITIES — We specialize in 


issues that are exempt from federal income tax — 
state, municipal, revenue, public housing and au- — 


thority bonds. 


COMMODITIES ~ Thanks to our commodity spe- 
cialists and membership in the leading commedity 
exchanges, we are able to offer you comprehensive, 

prompt service in all phases of commodity business. 


UNLISTED SECURITIES — We offer nationwide cov- 
erage of the unlisted security markets — including 
local issues as well as leading industrial, public 
utility, bank and insurance securities. 


NEW SECURITY ISSUES — We are active in the un- 
derwriting and distribution of new issues of stocks 
and bonds, both as manager and as participant. 


DISTRIBUTION OF LARGE BLOCKS -— Through the 
“strategic locaiion of our offices and our private wir 
system, we are often in an especially ac'vantageous 
position to handle, at low cost, distribution of large 
blocks of existing securities. 


GOVERNMENT BONDS — We are a primary dealer 
In the securities of the United States Government 
and its Federai Agencies, in which we make com- 
petitive markets. . 


CORPORATE FINANCE — We act in all major areas 
of investinent banking, including financing plans, 
private placements, mergers, acquisitions, and as 
financial consultants. 


MEMBERSHIP 
IN PRINCIPAL EXCHANGES 


New York Stock Exchange 
American Stuck Exchange 
Boston Stock Exchange 


Canadian Stock Exchange 

Chicago Board of Trac : 

Chicago Mercaniile =x <hange 

Citrus Associates — N.Y. Cotton 
Exchange 

Coffee Terminal Market Assoc. 

Comraodity Exchange, i..c. 


Detroit Stock Exchange 
Honolulu Stock Exchange 
Kansas City Board of Trade 


Londor Uocoa Terminal Marke? 
Assoc. 

London Commodity Exchange 

London Proc::ce Clearing House 


Memphis Board of Trade 
Midwest Stock Exchange 
Minneapolis Grair, Exchange 
Montreai Stock Exchange 


New York Cocoa Exchange 

New York Coffee and Sugar 
Exchange 

New York Cotton Exchange 

New York Mercantile Exchange 

New York Produce Exchange 


Pacific Coast Exchange 
Philadelphia-Washington-Baltimore 
Stock Exchange 


Teronto Stock “xchange 


United Terminai Sugar Market 
Assoc. 


Vancouver Stock Exchange 


Winnipeg Grain Exchange 

Winnipeg Stock Exchange 

Wool Associates -- N.Y. Cotton 
Exchange 


— FRANCIS L GUPONT & co. 


ADLNNSTRATIVE OPPICES, Oil WALL STREST, wy. 


} i MINNEBOTA 
Phoeniz ..........418 North Central Ava, Minneapolis ......100 First Nat'l Concourse Bidg. 
CALIFORNIA 


11301 Montgomery Street 
San José . s+eesss-1010 Town & Country Village 
COLORADO 
Oenver ..........1644 Weltan 
CONNECTICUT 
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..+....810 Industrial Nat’? Bank Bidg. 
+++..8 South Second Street 


seccseccs eo 1918 Main Street 
fornia sooceeee Humble Buliding 


Salt Laka City .....118 So, Main Street 
VERMONT “ 
Burtington ..... «- 161 Bank Street 


aceceeses 101 W. Campbell Avenue 


1411 4th Avenue 
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HASKINS & SELLS 


EATIFIED PUOLIC ACCOUNTANTS 
’ ' EAR ARS REPORTING one TWO BROADWAY 


NEW YORK 10004 


Francis I. du Pont & Co.: 


We have examined the Answers to Financial qiestionnaire 
(Port I of Form X-17A-S) of Prancis I. du Pont & Co. as of 
S:ptember 28, 1969. Our examination was made in accordence 
with generally accepted auditing standards and with the audit- 
ing requirements prescribed by the Securities and Exchange 
Comnission, except that confirmations were not requested as to 
thirteen accounts of customers who were traveling and thirty- 
one customers’ accounts in litigation; accordingly, it in- 
ded a review of the accounting system, internal accounting 
control, and procedures for safeguarding securities end, to the 
extent we consider7d necessary in the circumstances, tests 
thereof for the period since the date of our last examination, 
tests of the accounting records, and other auditing procedures. 


In our opinion, the accompanying Answers to Financial 
Questionnaire (Part I) present fairly, in the form required by 
the Securities and Exchange Commission, excsps ror unr «wwe 
to Question 6A explained in Neto 3, the financial positioa of 
Francis I. du Pont % co. at September 28, 1969, in conformity 
with generally accepted accounting principles applied on a 
besis consistent with that of the, preceding year. 


" November 26, 1969 : lh. wa A. 
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CURWLT ASSETS: 
Cash In barks ant on WANG csi sicvenesnceieetieiccetevens 
Clearing Camis rvt otatiare gl ges en ete CT eee 
Prpociia on accunnt of decurittes Dorrowed.....e.ceceees 
Recelvable Crea other broker or éenloro: 

Securitten sold but rot ONCE OE se ov ci cea ctsnvnsacdcs 
Equities tn roumeadity ACCOMIEG. oc cccccnccvcccccsecceces 
Open REVO AA 5:4 5 4:4 Coat sigs wa's'es UN cab wainsies ced cnoee 
Pecelvable Cron eustoners: 

( Cash avecounta............ 
Karyjin secounts (secured) 
Cormality tralo cerounts 


3 2,640,000 
2,040,000 
12.757, 009 


, 27,667,000 
195,000 
1,534,000 
Tete seeeeeereeetensesseesees 66,750,000 
207,932,000 
8, C00 
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C CIMMEN SCCUrILLOB........ccececececs 
Stato ond Gunicipal sccurities....... eeccee 
Corporate SOCURS CROSS occ cehininedbebsleeeGanens 

Securities centributed as capital - at mrket 
Dezand notes of pertne ; contrittited as capital -- 
collateralized by cash and WOOP IG IEG ois nc cs xecacce 
Cormissions DORRIVED IG ccs ceinceséavievecnseens 
Miscellancous current hejcdu nn CEE CENT CT eee 


151,308,000 
5,198,000 
teeseeeee 15,313,090 


~? 


14, 646,000 
31,634,000 

6,090 
—2.%69,090 
seeees $7,170,000 


Total current asscts............ 
OMA ASSETS: : 
YerSerships in exchanges - at carkot COTW ose sd ccacees 
Furniture, equiprent, erd leaschold improvements 
(Cepreciated value SE CObGDS CNS CECE SNe SS Ces eos 400 4eL" 
Prepaid expenses... ., 


Investrents in subsidiaries (approximate book valase, 
$3,963,494) 
ra Alscellancous 


3, 258,000 
-4 3,939,000 
816,000 
WENA SA ego ¥8s ehieW a Sa Fe snaiee'd veae dk 2, 261,000 
2,211,900 


: 4 


. 


$596,705, 009 


Franeis I. du Pont & Co.: 


We have exunined tho statemnt 
vas mye in accorlance vith 
eccounting control, and procedures for safeguaniing securlt f¢ 
cedures as ve considored Nucesaary in tle circunstances!: 


In our opinion, tho‘ above atatement presents fair 
in conforalty with 


of financial condit‘on of 


uenorally accepted accounting principles 4; 


Mev York, : 
November 26, 1969 


“CAPITAL 


AECOONTATES*, OPTRTON 


Praneis 1, du Pont & Co. 
uUenerally accepted auditing stanvards, and ALegy 


meingly included s review of the accounting systex, !F 
S, whl such te 


sls of the accowiting recom and such other aud 


1) the finanetal, position of Francis I. du Yont & Co. 


EULARTLUTLES 


CUMMENT LIANILITIES: ee 
Roney borrowed on-ereuritics. coos 
Depotita on aceuint of sccuritics loaned/...... 
Payable Lo other brok +s or dealers: 
Securities Lewht but net meee lWOd..cccascce 
Paynvle to cimtorers: 
arcs Mcciaig' aan EET OT oe 
Yargin accounts (recured). Caeatoaus 
Accounts with free credit balances... 
Rquities in commcdity accounts....... sieweeace 
Srcuritics sold but not yet murchased ~ at 
mirket valuc..... rela eR Toe 
Diviccnds and interest Payahle and unclaiaed.. 
Taxes yaynable and ‘eatonicniac CET TE Te 
Commissions RRO ies ds uWebsnoeneseinds oe 
Miscellanoous current liabilities........ ecees 


+ Total curront liabilities........... 
FUNDS : : Ke 
Borrovings under subordination 

OETCCMO WS eee eeeeseesereeesee § 4,623,000 
Net vorth......... teteeeesecee 47,713,000 


$202, 135,600 
“4,457,000 


‘ 
ee rks 


. 44,550,090 


20,750,000 
21,997,000 
45,810,000 

9,723,Cc00 


seweee 


51,216,000 
3,616,000 
4$2,0C0 
468,000 
8,952,009 
$34,169,000 


$2,526,000 


tte eterna 


TOTAL... $505, 108,099 


Ce ee 


as of Septenter 26, 1969. Our sgh se 
crust 


tens bro- 


at Septester 24, 1969, 


plicd on a basis consistent with that of tho preceding year. 


[ BEST COPY AVAILABLE | 


{ 
PRATT Tobe Pore ACO, 


: : ANSWERS TO PIARCIAL QUESTIONZAIRE (PART I) . 
specs cnntatecereetintaintinonnitesiaanc a AS OF S2PTZ:HER_29 


DO, al 


. ecceeecslEDGER BALAXCES...cccee oe .SECURITY VAWWATICS... ....COODITY CONTRACTS... 
__ QUESTION main gene op AcooURP ieuT CREDIT ORT, ETC,  TOG5S GALS. 


a pees - 8 * se oe 
1. PAX PAIAICES AND OTHER D=PCSITS. ij ; 
Cash on hind. Sali eaes games escavesaneceserssas ow 46,154.00 
Cash en dcpoct® ety 
Gabjevt to turediste wlerdraval....sceeceesceeerecerecerenccesseresees 24 $79,110.66 
Sucrecttet wwlev the Cermcdity Pxchango Act. sees eseeescerseeecssseeece “4 ,032,090.19 
Contributions to clearizy omaniziions incident to menbership: 


CaaK a sccugaseccee« dkcions SeSbeRe Rabe SATeEMe CereEe 16 ,000 .06 
Evenrpte? securitics...... Secescosescsocessescesesee 


sits c3 sargin on future comzodity contracts or segregated under the 


Reguiated accounts: : 
COON. ccccccsvccccereccces rr rrrrrrr Tree rrr rere rire 750,977.50 
Exempted Securtthes..... cece eee ce een e ner seeceereseecsreccaessenenee 1,393,100. 
Non-regulated sccounts: é rs * 
Caan. .cccorce ° . ° eee eccccccccesenetosee 127,60 ,00 +4 nd nant ae 
Frerpted seeurities........- oeens . eoccee a 1,031,750 
Deposits o3 miranty on future c 3 , ; 
Caati.cesccce ebbbd de diadedeesescecaerdevedoecesseeseseesduessoceseseee 77,500.00 
Chiceso Foard of Trecs Clearing Corparation stock (19 shares, allowed | 
value, 272,700.00) Cees ep ea Sehee eee enue eRO Se TERES AE SESES - c*,920.00 
Cood-falth @srestts deposited by Respomicnt in connection vith comlt- 
cents reported fn the ensvor to Qeestion Wircccsccccccccvscscsccecees 150,000.00 
Sottlesent uz ’nnees vith eerrodity clearing organizations: - 
Regulated ecccewtts..... bbersbetecddvercsecesseccocsseesoesoss 323,536.24 
Ton-requlated GCCOUNTS......e eee reeereeees op eeeceedesscccesceesevecss 406,420.54 


MOCRY ROMROLED, AND ACCCUTTS CANTIED FOR RESPONOAIT BY OTUEN LANKIKG Of 
SROXERAGES NCUSES, SECURCD CY O8 COUTAIEIIG CUSTO“ERS' COLLATERAL. 
A. Koncy borrevcd: 
1. Fros tines, trust ccrsanics and other financial institutions: 
&. Seckred by nen-crerpted securities...s.....-seseeeeesecesce : $167 ,389 ,000,00 


B. Accounts eorried for Rcezondent by other tarking or brokerage houses, 
includirs ocnibus accounts: 


1. Securities accounts: : 
a. Accounts with not debit belences.........- 1,466 783.30 § 2,372,763 = 1,633,309 
Pecounts vith net credit balances..... $8,710.07 150,697 225,831 
Se ADeounts with sore balanceS......0ce-seecececececececseeres : 13,80 , 52,179 
2, Cocmedities ecccunts: . 
&. Regzlsted commodities futures account: 5 enor 
4. Aeceunts liquidating to an CqUuILY...cocccsccececcores : 31, . 
44. Acccunts laqutéatirg to a deficit...cecces 122,356.40 : 8 27,632.30 $ 800 
. ¥. Mon-reguiated commodities futures occountss Fe 
4.’ Accounts Liquidating to an Cquity.....ceeceeeecseseee 1,206.25 : 6,630 
14. Accounts liquidating to @ WeLiClt....ssceceeeerereees 19,892, 15.,460,00 


POMAMD. cco csccceccccccvcceccseccccece & 32,339,240.40 $167 ,490,898.29 € 2,537,270 $242,313,335 $ 43,092.50 $ 7,639 


236,962,386 


-* 


em (Cont! nmued) + 
| BEST COPY AVAILABLE 


. te Purr 4 co. . 


70 FIRM CIAL QULGTION Att, ETC. 
Ws. 


; veces eDEDGOR DALANCES....0.... 5. SECURITY VALUATIONS... «...COIOMITE CONTR.CTS. 
CUNSTION tO. AND TITIES OF ACCOUNT : CxvIT CREDIT LOxG SHORT, SSES GAILS 


pe.” SOs “1 | 


FORWARD. weeeeeceeeceees see $32, 239,240.40 $167,480,¢98.29 £ 2,337,270 $22,113,555 $ 43,092.50 3 7, GC 


3. MONTY EDRRTED, K: =>] ACCCLTIS CAPRIED FON RESPONOSIT DY OTHER NAMKIEG AND 
% 25 , OR STCURED ENTIRELY De “COLLATERAL CutVED BY 
"OR 155 CTFICENS AD DIRECTORS OR BY 
: "SHISEACTOMY SUDORDIATION AGUS ENTS" . 
A. Horey torroved: Z 
1. Fron barks, trust cocpanics and other financial institutions...- 49,141,000.00 03,657,046 . 
2. Securities sold subject to repurchase oprecaents “65,604,951.20 64,613,150 
. OTHER OPEN ITEAS “ITH DROZERS AND DEALERS. 
A. Seeurstics borroved: 
1. Against sccuritics pletged 23 collateral: 
E-enpted securities borrescd against exempted securit:es~ 71,671,000 
. . < — securities — écueee = 71,625,000 
17, 756,959.02 11,569,910 


27,661,989.45 .< --. ‘ * 26,964,550 


for R 


fes deposited as collateral: . 
“Frempted securities loaned against exenpted securities a 27,70, 006 
Frespted securitics deposited soca - 18,408,300 
‘2. Other: eye 
* Custoztrs’ securities eee : + 42,346,143 .02 41,541,074 
* PesponJent's securities.... ne : ; a “S 2,110,926 .47 1,873,423 
D. Securities failed to receive: _ * a . 
35,756, 358.57 . 34,25, 666 
8,695, 367.20 8,504,120 


0,138,344 
fiote: ‘Security transactions cut sicidian 30 doys 


" or longer: 
nf Seuritics failed to deliver: = ‘ 
Ledger debit balances 2.7 $5,563, 020.12 
Long security valuations 4,435,950 .90 
Securities fatled to receive: . 
Ledger ercdit balances sees 7,994,431 .01 
Short socurity valuations 6, 959,110.00 


$. VALUATIONS OF SECURITIES AD SPOT (cara) COMODITIES IN DOX, TRANSTER AND 
TRANSIT. 
A. Kegotieble securitica in box, transfer and in transit betweea cffices “* ; 
of Respordent......+.6- eoceee : F he 171,408,598 


$72.758,133.07 $371,195,64".83 £131,170,930 $ 745,139,006 5 43,022.50 $ 


- oe PORT & Ca. 
SISAL TAL QUPSTICNL. TAF, 
5 ae ea 
SFICLA PMALCIS... +0 SECUNITE VA 


D TITHE OF ACCOUNT iS, ee +e) T 10% 


a 


SOIIARD. -cccecceet : e 5 § 72,753,100.67 $371,135, 644,63 #£131,170,9139 $748,139, 966 $ 43,092.50 $ 7,630.00 


TURITY ACCCUNTS. 
A. Cash acecunts (L.e., neecunts having unsettled roncy talances ant 
posttiors in sccurittes that are poverred by acction “(c) of 
Poculation T of the Doamt of Governors of the Federal Reserve ° 
Systea) (“Notes 2 and 3): 
1. Accourts sith debit talanees.... eae eae 66,790,10%.49 63,335,156 26,535,525 
2. Aecewits vith cralit balances....csccccee : < eens 20, 737,057.60 26,735,231 49,607,103 
Sccured reecunts: . 
1. Accounts with dedit balances...... ‘ pices eevee, 207,932,036.99 278,933,142 9,458,109 
2. Accounts vith eredit dSelenees aaa pas ij 21,507, 290.36 4,649,200 16,499,716 
Partly secured cecounta: Pipi 
l. Aeccunts vith debit balances... a. sae ‘ 2,595,648.01 .. . : 1,969,799 “01,671 
2. Accounts vith creat balances. «+. St Beene 120,591.26 119,759 619,165 
2. Account in wale the Vespordent bis a mf interest 191,977.52 130,000 
Casecured eceounts (since eatieebe ed $227,019.40, short valuc $n3, "016) 2,072,660.C0 ... ? 7,655, 9G 
Accosnts vith eredit talances havirs open contractual coralitrents.... : 404, 054.53 
Acceunts with free credit. halances......eeeeeees ons , _ 45, 669,757.91 
fully patd aceurities rot segregated (Note 2): . a3 . 
Falled to recelve Crow brotcra.. cc. cece ee eee eens sae 10,839 
Gort In dividend recemta.. oon es : ? 3,716,679 
Short in ecntbua accounts... . ; : 337,797 
Short in trading ard investeent ecceunts of si ea pending ¢ ‘ 
comnletion of open transactions (current Ltoms)......-eeeeecreees, aie 3,921,54% 
Short in ecustoners’ accounts pending manele of open trans- : ; "ga 
RCCLONS. cree nccccccccesseceecceceseceece 
Plecced in error (since corrected).......-.- 
Lozned in error (since correct cd). .ccececsececeerecesccesecescetees 
CTS’ COMDDITY ACCOUNTS 
A. &Cvounts vith opes fulure contracts liquidating to an cqulty: : tos 
1. Reosuleted comzoditics.......... $9,062.53 ©, 0%7, 202.00 1,032,732.60 591,757.25 
2. TRen-resulated eerrceit let... 2.60. cccccsecccses eee 275,369.01 2, 646,922.27 399,71° 30 636, 303.10 
5. hecoun.s vith oren future contracts liquidating to a deficit: = i : 
1. Regulated cormeditios.....+. eed ae'nd 0 dn4a sas xtoouacevescen 1,050.50 41, 076.9% : : 52,103.73 349.00 
a, Parnseegebated corditles. cc. ccscer secs ocssocscesescseeceestases 16,540.07 "6,956.20 ; 105,510. 90 \ 
D. Unsceured ccdit talances: : 
“L. Since collected. . kseweverineessceseceseetees 146,400.06 
9. Other. csc ceee : sttteee 299,605.77 
@. Accounts vith Cree 
1. Regulated...ccccesseses é : : 1,530,164, 34 


2. Kon-regulated...+...- ‘ aes 1,176, 092.C% 


oN. 
‘ 


§353, 939,612.62 2470,106,321.06 $637,272,150 £955,007, 221 $1,G63%,CI1.95 $1,200, 715.35 
«< 


Osta ails — i ’ 
ccm ° chum . P . +. 
. a , 
° , 


ooevees LEDGER BALAICES........ «+ -SiCURITY VALUATIONS... ooo COSUOITY 


careers ro, op rem or aco ie | n Pom CuEDIT Lon SUORT, xTC. «LOSSES GATES * 


POWIAID...c0scceceiesecseescececcscesecessee $953,999,612,62 970,106, 321.66 $637,272,156 $055,067, 771 91,63, 401.95 $1,296, 715.35 , 
° ” 


9. GEXERAL PARTRERS’ IMDIVITCAL ACCOUNTS. f -s+z Sey ae ae : 3 ae ‘ 
B. All other individual scrowte of general partaere: oe it 0, HS eee? Soha SoS 4: 6 ees 
1. Seourity accounts: / xi. ig ‘ : ey 
a. Cash accounts: 
7D, Aecomnte with obit balances.......scsecceeceeseeeeece 
%. Secured accounts: 
1. Accounts with debit Balances... 2.0100. scsceeccscssecs 
f. Accoumts with free credit balamees......cscsecccsrecceceves 


TRADIIO ADD LEVEST; Sut ACCOURTS OF AESPOMDeNT. 
A. Securities accounts - ledger balences......cccccccecccscessecssesoves 
1. ~——— scevrities: : 
" ee future comoditics con- pt a ent Gage Gee ‘ 
tracts or socrogated under the Commodity Exchange Aet..o, i ieee hie "1,993,100 
e Capeslio’s as anrgin on aem-regmiated futere sometitics soe a ty, . 48 « . an, a 
COMETRCES..040egesernceesssseceuvsssersgreserecessrscceacs tz. ‘ = . 1,062,730 
4, Deposited an comribution to clearing crpeniast: =F soar oe . a 
. Smeidens te wesberahip.....sccceccccccccecssccscesecccneet ©!" 4 ow Ae 615,000 
verities (Insleuding scourities $ ag. , a9 
st eeteesecceoececeg: bua 149,333,028 
ee Eee ae 8,996. LO 
&. Domestic ier dey co mettecer een tescerereteroccsonsoiges. oe ee : y 98,912 y 


’ : lig, 000 abet 
. Securities positions in filled to deliver and failed te receive ewig ee WR ges 


_ Seoounts which are being researched for Gisposition....0.-...-+.+-- 6,613,167.98 ‘i 8,129,086 079,900: os 


B. Partnership capital (totes Sand S$): : = ‘ nde = en ares ia 


? pe -~ 
53,879, 369.27 


P 238.00 


. 


"10,096,629. : 
. 2,652, 576 
. Gon 8,430,897 
3. undiesel: “uted profit end less scceunts, inci s 
reasining in income and expense secounts {won negeceacrntige 1, oss, 738.82 


by Bespondont wneenditionslly 


- 


» 


FOWL. «2-2 cecessecrcecersscrereesssacssee® 


oe $: 
. Deased notes pe es Zana’ wr — Partners... ..erepeeee 
Collaterel ised ty: 
Ledger balances.......ssrceecserncecsssscconcsseretessssceseeens 
Exoxpted sowuritios,....6++se++ 
Don-exemptod securitset....ssrccecsereccccescesscsstscceserseeees 
2” -and notes contributed as capital by special or Limite’ partners... 
ollateral ized by: 
Ledger belances.....-+++: eprereerrrrrrrrirrrrtiirtrrr eee 
Exexpted securitios.....--++++ 
Fon-exex=pted sccuritios....-..+--sseecccescescereserss 
sarket value, $3,257 995,06)... 
(@epresia' fated valus)..... 


~ *. 


ly cargineé 
Comsissions receivable fro others.......-% 
Investaonts in affiliates (at cost)....+.-:+++- 
Reesivable from affiliates (Mote 8)..---cccceeersees 


payedl 

Wolained dividends ond 
Pedornl dividend taxes withheld at souree,....cese-eeseremsccscsocsreres 
Social security, vithtoiding, end other payroll taxes payable....--+++++ 
Accrund COMPONTALION. ....ccccercenseccrscsesercesereeremasscssseseree® 
Acerucd interest payable (beak losas).... steecceseuceceoes 
Accrucd stato and clty tance payable.....--sererecersecermers 
Valuation resorvess ie 

Por socurity count differences and dividend secounts... . secvccceccocese 

Por bad Gobts.....csceccvescsgecesusscensecsesecsesesss sesseese® eee 
Wiscellaneous sceounts é expenses) ..+-+++ 
Velustion of: ; 

1, Zocurity count AIfferoncas....--secrerecseccsersrcersonscssecrsses® 


2. Olvidend aif ee eeeceeeesccceresecesereeeese slaeeeees seeeeece 
sods” secon? 


PPPTTTTTIT ITT eel 


eeeenenee 
GOAL. ccccscvecccssveseereees sacweancnceseee 


. 


TEE, 
TIABCEB..c0e00+ ++ SEITE VALSOTIONS... ...-COAWOATY COLTRACTS...« , 


$n, 055,100.00 Bm,T7, 06.54 ten ns,2 93,796,099 Sener sn. m,n. 


* ns, 10.08 


_ Vis900,000 °6, 950,000 vy 5 
B60 1,009,003, 


" ‘ 319,468. 
1m .032 a 181,057.09 . 


as 920 60 Baas APH SSL SLMS 9S Ft BLS £0 


‘cont iracet) “ 


oF et Ld TEV pe, on eed ane ene bene cee en A OOOO 


CONTRACTUAL, CORT: or BE bee - : lente Zoreat a 
4 TCRETS THAT ANE ceed curtunay psn ee ee come Npproa! pie Dacondert 
— Benne __teld “eggs presen" mere 


4 


atte, Tees, Eloctric Light Dever Rev. tg, $212,000 &s,w01 00){26) 


Prcicsicresessnccoseseceseylasiee : ** $ Re,wl.0e . “Ie _« ,Se,008 Z 


ee ‘ " . Se,per.ce § $1,600.00 | (3,000) 103.28 (5,168) 890.08 
Offeetting purchase and sales scatrests . _ ; *. 7 ote! 


315.43 
: ee) pe 50.00 


— in a profit in each seowrity.... 
vraet ey - 
beg eds coualteontss Bi y he etercs of Consolidated Batson « 
In sccordance vith the terus of the offering ogre: sent the mrpendast et a comtbiint to pareioe” a wasinun of 28, Septenber 29 
=— tev York, Inc. common stock, per vairs Oi 08 See eae Sere aroma ees Se ee Fe en . es 


as Sospondent' ‘pontzntgans a.’ 
‘ime 


Bet Lodger 
bale - ‘tog OOS. 
| feattten Erlarce mice _Yatwntlon 


Ts..voll, Virginia, Yator ant Sever wis, | doe various maturitios..... y 
Various Femeylrania bonds at wriows rates and maturicios............ $150,000 $38, 000 


WARES soo paceccaccsechcoeesced cases 


a TFABILITIZS AD ACCOUNTABILITIZS. m be no ‘eatertal 
te rege arose Mra podiog cain Rotten sich, inthe splajn of tin Ripon ond encach, Af dontdd advreaty, wou a 
effect on the capital of the Respondent. se eanint of $4,9:2,039.06-""" * 


B. The Respondent hed a Liability at Septcuber 28, 1969 for crafts deposited for twnodicte erodit 1s the auzreqate Ome ce te 
"Samal eee St ae eer ee oe ‘Tw ceot 
,, been deleted from Firm inventory. . i ue Byes 

on see - . : 


Spoteylvenia County, Vs., 2.D. ¥3, dee 12/1/69 
Virginia 


Bors « Sovesereccocaccscose 


(Sontimued) - 6+ 


newesnrersccygymnnn “aig 


| BEST oY IVAILIBLE 


ef A 
ce 


wesicts I. du PONT & CO. 
i scr3 TO PINANCTAL QUESTIONNAIRE, ETC, 
ome CEpTRLDE 26, 1969  - - oe 


——. 
cil. 


t- 
eet 


o 
ste 
AO ee 8 ea nN See em a 


“. 
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The term “oxempted securities” has been used herein to designete 
securities exempted from registration under the Securities 
Exchange Act of 1934, otherwise than by action of the Socuri~ 
ties and Exchange Comnission. ° 


The valuations of customers' securities in segregation or safe-:. 
keeping have not been included in the foregoing answers. 7 
fhe Respondent follows tne practice of automaticaily recurding 
as segregated the securities long in cash accounts. As a 
result, the market valuations of securities long in cash 
accounts (Question GA) may not bear a relation to the ledger | 
pelances; such valuations are included, in part, in the 
ansvers to, Question 6G, accounts with free securities not 
segregated. = - 2. oe H a) ese gs 

The answer to Question 6A includes all accounts designated as 
cash accounts by the Respondent other than accounts combined 
and reported in accordance with General Instruction 5.6, .... 
unsecured accounts, accounts with credit balances having open 
contrec*ual commitments, and accounts with free credit bal- . 
ances, which are included elsewhere in the answers to Ques- 
tion 6. A reserve has been provided for accounts considered 
doubtful of collection; such reserve is included in the 
answer to Question i3. - ; 


The Reepondent has entered into an agreement with du Pont, 

Laird Securities, Inc., a corporaticn organized for the pur .. 
pose of providing services and making investments, which 
provides, among other things, for "standby capital" which, if 
required for purposes of New York Stock Exchange net capital. 
rules, may be subor inated to all claims of general creditors. 
The agreement provides for « maximum of $20,000,000 allowed 
capital value of which approximately $1,000,000 was on deposit 
and available for subordination at November 26, 1968. Copies 
of such agreemer:s have been filed with the New York Stock 
Exchange. : : 

Subsequent to September 28, 1969 additional capital in the 
amount of approximately $1,589,000 was contributed to the 
Respondent. Such emounts are not included in the foregoing 
answers. . : 


oo 4 


oe 
eet? ur 


5. 


undistributed fit and loss. 

ppv wredit i aces and $483,000 market valuation of 
sccuriiies long relate to the capital of a deceazed partner 
which, in tr. opinfon.of Respondent, will be restored by the 
vemaining pal ™.-rs. : 

6. In 1969 an adjustmens vas =.7+ in the amount of $1,558,455 

onting an incres*. in amon" earned by the Respondent. 

for distribution of secus+.ies underwrittcn by A wholly-owned 
subsidiary in yours prior to .°69. In addition, the subsidiary 


: (Continued) = 7, 


ok FINANCIAL QUESTIONNAIRE, ETC. 
MBER 28, 1969 


sovs - (Continued): oe 

ie? declared a cash dividend in the amount of $1,500,000. These 
emounts are included in undistributed profit and loss in : 
Question ll. ] 


7. The Respondent owns all of the oustanding stock of Francis I. su 
Pont & Co. S.A., Francis I. du Pont, A. C. Aliyn, Inc., The’ 
Wall Street Leasing Corporation end Frencis I. du Pont (U.K.} 
Limited. Frencis I. du Pont, A. C. Allyn, Inc. owns all of 
the outstanding stock of Francis I. du Pont Municipals, Inc. 


None of the above mentioned companies, other than Francis I. 

- @u Pont & Go. 8.A., for which a separate Answers to Financial 
Questionnaire as of September 28, 1969 is being filed, hold 
cash or securities for others or enter into commitments for 
their own accounts."" - : ‘at oe 


8. The receivable from affiliates is not .a “debit item" for ae 
Rule 325. purposes in that, the contra payable on the books of 
the effiliates was recorded, by offsetting charges to income. 
The capital of the effiliates in excess of minimm requirements 
4s considered (per letter fran the New York Stock Exchango 
dated June 19, 1969) as, additional “net capital" of the 

. Respondent for Rule 325 purposes. - oo. wl, 
‘ o: by ae gis. eee ‘ Bo 
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OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 


F. I. duPont, Glore Forgan & Co.: | ao : 

We have exemined the Answers to Financial Questicnnaire 
(Part I) and Supplementary Schedules (Part If), except for the 
ansvers to Item (a)(11) and Item (b) of Part II, of F. I. duPont, 
Glore Forgan & Ca. as of September 27, 1970. Our examination 
was made in accordance with generally accepted auditing standards ©" -* 
and with the auditing requirements prescribed by the New York — : 
Stock Exchange; accordingly, it included a review of the account- 
ing systea, internal accounting control, and procedures for safe- 
guarding securities and, to the extent we considered necessary in. 
the circumstances, tests thereof for the period since the date of 
our last exemination, tests of the accounting records, and other 
auditing procedures. : oo oe 

In our opinion, subject to the effect of the disposition of} 
unresolved securities differences, customer accounts in deficit - 
end the reserves provided therefore, as explained in Note 2, the 
accompanying Answers to Finen ial Questionnaire (Part I) present 
fairly, in the form required by the New York Stock Exchange, except 
the response to Question 6A explained in Note 7, the financial 
position of F. I. duPont, Glore Forgan & Co. at Septerber 27, 1970 
in conformity with generally accepted accounting principles applied: 
on @ basis consistent with that of the preceding year, and, except 
for the answers to Item (a)(i1) and Item (b) as to which we do not: 
express any Opinion, the Supplementary Schedules (Part II), when -. 
considered in relation to the Answers to Financial Questionnaire, 

' present fairly in all. material respects the information shown 
‘ therein. ; . : : 

Except for the answer to Item (I), as to which we do not 
express any opinion, our examination also comprehended the Schedule 
of Information Required by the New York Stcck Exchange for Computa- 
tion of Net Capital Under Rule 325 (Part III), and, in our opinion, 
this Schedule, when considered in relation to “he Answers to Ftriin. 
cial Questionnaire, presents fairly in all material respects the 


required information. : 
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BORROWED, AND ACCOUNTS CARRIED FOR AESTOMEEN: SY OTR BMXING GB 
SPORERAGS WOUSES, TACUED BT OR COSTAIND CUSTSERS COLLATE. 
1. Proms benks, trust companies ed other finansial institetions: | 
b. Secured ty non-exenpted securities ........0020e-scceseseers 
‘La !6[U CU CC eRe, 
ineluding omnibus ecogute: . 
1. Securities eccounte: 
@. Accounts vith net debit belonces: 
1. Securities positions carried for é-Pont, Glew 7 
Incorporeted - contre positions carried ty ef: - 


@. Aecounts without ledger balemowe.........-ceceee: secescoere 
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POPREIID. «2 cece cecccccccrscscccscsecess 
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2,5? ,8.78 
$, 283 $9.98 


$3,70,318 
3,379,178 

3,931.2 1,838 
oe 
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sed $ 1,002.75 & 223.08 


0,536.73 , 22,403.73 
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3. HOUET BOMRATD, ALD ADCOMNTS CARRIED FOR NELPCHDGE OY OTHER EARKING AND 


Se eer cere eeerenseeeserssseeesis 


Se ORM. ccc cccoreneseseresecceecveseusessssesesseseessesesace 


2. Agiiast securfties pledged as collatere.i 
Zanepted securitias --rreced phoxcar ws goouritios....j- 
Zeenpted seuditios | ad-n - 


2e ORB. ccc cece: cvensecsocceurcesseccoececccese 


B. Securiziee felled Do Wil) WEF. .....ccecessseceecenececsesee 


1,097, 913.08 


. 3,916,170.09 
Sort owourity walustions..............-.  3,813,219.00 


s. ee 
- Megat ste securities in tox, trensfer end in trensit betvess offices 
Degas sas occas ccs scucs-cdsgececsssdereéchaseansadessseuce se ‘Wey tE2-80 
Ss tent fread enmadiuhas seasssaubel Ge sauces coasiahe ar GhLhe ot ics 
iadirg io don ond ie tremeit between offices ef feepondent......... 00 Oe «r,s 


POWMAID. 2. ccccceccccceccecscscececececcass $7¥,910 61.77 3790. % yos.0e { ya.eme yo: £510, 02.227 8 iw,con738 28,056.75 
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sree] @r6,910, 7 2.-* S252, 02,60 08 8 72,09," 7: 
CUS" FRS* S2CURITY ACCOPSTS. 
A. Cass m 20w..8 (i.e., s:c0WNts naving unsettled money balances ard 
posicions im securities thet ere governcd by section “(e} of 
ats found of Governors of the Fejeral jeserve 


SP,222, 722.7% $8,426,278 8,939, °F 
13,836,458 7,721,208 9,06, 6 


702, 790.674.48 739,735,716 
2. Accornte with credit balances -- 271,739, 209.32 3,i79,m?7 
C. Pertly se ured accounts: 
1. Acsounts vith debdit balances vache Fe .. .- 1,6%0,62%.03 1,063,335 
7. Accounts vith credit belances . o- 1, 469.56 56, 1% 
DB. Orsecure4 accounts: 
1. Stnee collected.... 187,144.00 
%,%27,126.00 
1, 717,043.08 
2 ve ‘ “8, 756,651.49 
G. Pully calé securitics not secregated (Rote 6): 
Faile4 to receive frow broxers.......... y . : 6,773,573 
Short in dividend eccounts... + 3,687, 55~ 
Short in ibue eceoumts.......... 


. 799, 8 
Short in “reading end invesusent eccounte of Respondent pending 
ce pletion of open trenssctior (current items)..............- as 1,879, 76 
Shore in custowers' eccan’s rf % ceepletion of open 
treneactions.... Man Smee eeteseseue = 19,686,735 
Pleiged ir error (since curzected) * 42,550,109 
Loaned in error (since corrected). 7 : 1,793,186 
Snort in difference accomts..... ks 2,974,779 
+. CUSTOPERS' CCM OITY ACCOUNTS. 
A. Accaett® witli open fu' ure cont-scte liquidating to an equity: i 
1. Regulated commodities... " < . 12,997 .1% 3, 389,780. 1,097, 542.275 $05,793.50 
2. Bon-reguleated carmotitt: . coves . 98,1-7.76 2,746,450. 1,10%, 564.19 795,509.43 
- Accounts vith open future contrects liquidating to a deficit: 
1. Rezulated commodities... : 17,923.14 3,150.82 17,423.75 3,320.75 
e eeax ad 6,437.80 79,985.56 118,691 .0% %, 405.00 
+ Accounts with epot (cash) caomotity positions: 
2. Ret hedged: 


3,767.16 


. ees 3 ee 22,2.5.13 
. Unsecured debit balances; 
1. Since collected.... 


1,379,939.6% pees 
428,075.04 Dic Siete mana Ne 


$1,534, 950.59 $999,776, 569.0) Hes? 561,02 2 -$,149,1:7 $27,418,075.76 § G60, 299.45 
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FHL, 5,690.53 2299, 776, 549.4) $87, 561,0% 2) 5,163, 2 82,%18,073.28 § BO, 293.45 


9. GFAERAL PARTILRS’ TILIVICCAL ACCCu.: Lined 
S.A 


1 ot-er ‘-*i vttuel e-cowmtes 0” geverel partners: 
1. Seeurity accounts: 
@. Ces: encoun's: 
tL. »se mee vith f°: Secerees.... 34. 
2. Accorts with credit balances.........--- 27,546.16 
%. Secured eccounts: 
1. Accounte with detit talances.........----+---+-5+ oeeee *3,218.91 
f. Accounts vith free credit belences......- ee vcceccceees evece . 
10. TRADING AND II-VESTHEXT ACCCURTS OF RESPCRDENT. 
A. Securities eccomnte - ledger be_ances.......... Saaeed Sectedsueees osae $8, 701,042.69 
1. Exe pted securities: 
b. Deposited as anrgin o: reguleted future coccodities 
contrects or segregtted under the Coaracity oxchange Act. 
©. LTerosited ss aargin on non-regulated future ca-modities 
contracts. 
@. Deposited as contribu-ian to clearing 1 ceemena 
incident to qombers-ip.............+--- 107, 6K 
@. United States Government Securities. “9,978, 19 
f. Other exompted securities................ 3,689,024 
2. Hon -exeapted securities: x 
&. Ocher non-exewpied securitios..... : 12,120,989 
b&b. Torestic earhitrage...... - “2,95 
1. CAPITAL ACCOULTS. 
8. Partnership capital (Hotes 3, @, and to): 
1. Capital eccounte of general partners: 
a. Ledger balances... . 37,683, 717.87 
&. Exewpted securities. . . 
@. Kon-exerpted securitios...... . 
2. Capitel accounts of special or limited agian 
@. Lodger balancie...-......2.5- eee eees 11, 993, “64.69 
b. Exexpted securitior... . 
8. Bon-ezenpted securitic 
3. Udistributed profit and 17 account ud ing bel 
remaining in incose and expense account» nS) eres r er 32,701, : 36.67 
%. Unsecured denand notes of genera} and limited partrere con- 
tributed as capital in lieu of cash............... 1,333,180.00 
12, ‘SUBORDINATED ACCOUNTS. ; 


A. Subordinated accounts - borrovings by Respondent unconditionally 


sutordineted to all claims of general creditors purwent to written 
egreemente: 


2. Accounts vith credit balances..... 


75,926.95 


2, 271, 097 


979, 100 


10,596, 309.73 
aa 3,927,@2: beat 
6,629, 5): 
See, 156,254.45 HS, 099,016.51 $501,718, 1€- #2 38,429,!-2 $2,410,075. 28 $ 0,293.43 . 
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13. OFSER ACCOUR’S, BTC. 
A. Tecerd -2tes contritcted as 
Cohls-orelicr® «7? 6,673,056. 
Zi Be 
F 3,919, 26¢ 


eoee 13, 177,16 
capital ty special or limited ies 


wS7,370 
3,071, 7% 
1,908, 799.13 
3,%83,097 .69 
Dividends and interes! 
a. Current ites (less then 3° daze of age $22,171 4 
2. Other ....-- eee creer er teerste erste 3,350,930 29 
Sebecription end exchenge QUOTE oc nena sce sccccccccsssccesccsesersecse? 
Aecrued ir.erest receivable: 
Pull) wargiv@ custoers’ eceounts . . 773,000.00 
Treding end investeont accounts of 
1. U. S$. Joverrmert ol igations 753,331.71 
2. OU oP... . ee eee eee eee eteeteee ° 173,279.00 
Cousiesior.s receivable fraps custasers: 
Future czmodity eccounte which ere fully eergi 168,502.23 
Future commodity eccounts unferwargined or in a@oricit 2,3€9.50 
Fully ma>gined or cesh security accounts. . ° 1,876,835 .32 
Cormissiors receivable from others. - ™3.51 
Investuents in affilietes (at equity). 3,640,418 .67 
Receivedle from affiliates. ...- m1, 420.18 
Mieceilanesus eccounts receivable 323,420.27 
Prepaid o7zerses end deferred charges... : 922,983.18 
Free shiprente to barks, brokers, and 3,697 .o% 
Qoodvilh....--++--- Ceesencescteens . oe 45,671.00 
Accounts, edvances, tes receivable fros exployess - ¥ * 108,710.77 
Suspense ascounts.....-.-- ‘ 2,3%6,718.90 1,063,712. 
Commissiors payable. essen . . 17,122.39 
Unclaimed fividends end interest payedle.. 1,122,653."9 
Peteral divident texee withheld at source..-- 12,212.40 
Social security, withholding, end other peyroll taxes pay 338, 792.68 
Accrued cc~pensation.... e 2, 168,062.32 
Accrued ir-cereet peyeble (benk loars) ‘ 1, 116,154.79 
Accrued atete ami city taxes payable... « Seseessetocese $4,482.10 
Pending irsurence claims (current itews $1,205, 754 per M.F. circular 276) 61,7°2.52 1,37¢ .38 
Payable fcr 1969 securities differences bought in (Rote ) Pererer eae 
Riscelianesss ancounte payable (including other accrued exponees) - a 
Valuation of security count differences.....------ seesee aeeeceee . 
Cocwodity “difference” eccounte: 
Regulates accounts... sige gaa 662,222.00 
fion-reg: lated eccount: 


6, 000, 000.0 
3,476,474.19 
10,083,87. 19,98 -59 


682, 222.00 
895,599.83 mis 895, 509.8} 


$409,067, 116.90 $476,535, 707. $517, Woe,er! T416,56! 2-5 $218,075. 26 $2,479,023. 278 
(Contimmed) - $. 
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Pov. Pe, Off, . MORAN A CO. ] 
AMS TO FIMAIIAL QUESTIC MALRE, ETC. 
AS OF STPTLDR 27, 197¢ iss arene oe nce er et Roe a ae aD 
eerie ag FFTUER BALAKCSS...------ ..SBCURTT: LATION COMMODITY CONTRACTS 
eee = I a Seles. rel ar LOSES GAINS. 


i 
FOW AW....-- obec ehehhwet +Lee ORNS ESSE TIES . 3899,062,116.90 7476,698, 707 .e% S617, 204,0-: $15, 5¢° 77 


t 42,%10,073.28 $2,419,075.28 
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13. O72EP ACOOUMTS. EV. - ‘Cont insed® . 


er‘ >ue eccourts: 
EaPont, Flore Togas I-co-poraced - (curren: ites, since collecced, 
42,0 °U, WIS). . nee cence eee er eee és eben cans sonens ee éeatex ees 7,301, °03.392 ww 
Ferech & Co. - (current item, since collected Hr, 787 .02)...-.-- oe 374,767.02 - 


deijetion reserves (ite 2): 


Cividend eccount: : 1,500,000 .00 
Eat debte.....-- ore 2,500,900 .6O 
Lhectlity resorvee (fote 2): 

Security coumt dirferences...-.--------eeceecesersse sess e see $, 000,000.00 

t7idend eccounte 2 < : 3, 000, 000 .00 

Bad dedts.....- .- . 2,300,000 .00 

Srwpense accounts... ...--.--eeeeesr rere weeccccccccseceosecee# ‘ 1,000,000.00 

TOPAL........----+ gussescdcacdsssasnceeues - £492,138, 707.64 Sws7,198, 707 #% £637,626,7!5 617,628 “12 $7,418,975. 78 £7,818,075.728 


(Continucd) - 6. 


c 


A 


COUT AL COPE RIS War APS *EC“SCED 18 A LAGER ACCOUNT FR ERT. 
A. tor account of Roeper tent: 
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¥. I. GuFONT, GLCRE FORGAN & CO. 
ANSWERS 2 FINANCIAL QUESTIONNAIRE, ETC. 
AS OF SEF“EMPER <7, 1970 


a | rer antennas 


QUESTION 
ID. 


16. UNRECORDET ASSETS, LIABILITIES AND ACCOUNTABILITIES. 

a. There are several lavsuits pending against Respondent 
wh2ch, in the opinion of the Respondent and counsel, if 
decided adversely, would have no material effect on the 
capital of tho Respondent. 

3. The Fespondent had a liability at September 27, 1970 for 

drasts deposited for immediate credit in the aggregate 
amcant of $5, 794,861.00. 


- 


Po. duFWT, OLCRE FORMAN & CO. 
“ANSWERS 1) FAMANC- AL QUESTIONNAIRE, ETC. 
- AS_OF 8 2 z-, 1970 


NOIES : 

1. Sutsecuent so Se;tember 27, 1970 securities differences dated 
pricr to 1970, amounting to $4,300,000 long value and 
£70,309,C20 shzrt velue, were liquidated. The loss realized 
kas seen charged to undistributed profit end loss. 


Reser-2s ir. the sxsunt of $15,500,020 have been provided for 
yossible Losses in connection with security count differences, 
é*biz balences end short security positions in custoner 
accounts, dividend accounts and suspense accounts. ir ‘eses, 
if any, are no= determinable until secsorseadnen efforts presently 
ia progress hae been completed. 


During November 2970, certain securities ie capital accounts 
of partners »e~¢e liquidated to provide, for Rule 325 purposes, 
aiditional capital required to cover additional charges arising 
in conneczior. sith the unannounced audit. The additional 
e x1 (excess of proceeds over allowed value of seturities 
amcunted te $6,600,000. 


On J, 3, 1970 (re-executed September 25, 1970) the Respondent 
entered into an agreement with Electronic Data Systems Corpo- 
ration (EDS) wnich provided, among other things, for the 
exchange of all of the stock in Wall Street Leasing Corporatio::, 
e@ wholly-owned affiliate of the Respondent having a net asset 
value of $1,703,000, for 42,500 shares of EDS common stock; ani, 
a sale of certain unicipal bonds having a market value of 
$2,426,0C0 (alle | value for Rule 325 purposes $2,183,000) on 
July ‘2 3, 1970 (° shedule 13 of Part II) for 57,500 shares of 
EDS stock. 


The 100,000 shares 2: EDS stock received in connection vith the 
transactions hed an aggregate market value of $4,100,000 on 
July 3, 1970 end $6,300,000 on September 25, 1970. A 
registration statement on Form S-1 (No. 2-36663) registering 
such shares wes filed with the Securities and Exchange Com- 
rission cn October 23, 1970. The shares will be considered 
readily market able when the registration statement becomes 
effective. 


The closing of the above agreement and the exchange of assets 
in connection sherewith, will be held within 15 days after 
the effective date of the registration statement or within 
S days after the New York Stock Exchange shall have approved, 
for purpeses cf Rule 325 capital requiremente, the use of the 
EDS commen stock; therefore, the above-mentioned municipal 
tonds are to te included as capital for Rule 325 purposes 
until use of the EDS stock has been approved. 

The above transactions were recorded in the general books of 
accoun: as of September 25, 1970 and have been reflected 
‘n the accompanying Answers to Financial Questionnaire 
as of September 27, 1970. 

S. The ters exempted securities" has been used herein to designate 
secri.ies exempted from registration under the Sucurities 
Exchange Act of 1934, otherwise than by ection of the Securi- 
ties and Exchange Commission. 
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Zh 0 I. duP7T, GLOTE PORGAN & CO. 
ANSWERS T) FZNANCZAL QUESTIONNAIRE, ETC. 
28 OF SEPTYSEn 1970 


‘NOTES - (*on-inued): 


6. The valuatlons of customers' securities in segregation or safe- 
xeesing ave not been includei in the foregoing answers. 
The Respondent follows the practice of automatically recordin; 
a> 3segresated the securities long in cash accounts. As a 
resilt, -.1e market valuations of securities long in cash 
accounts (Question 6A) may not bear a relation to the ledger 
talences; such valuations are i:stluded, in part, in the 
ansxers =o Question 643, accounts with free securities nt 
segregated. 


The answer to Question 6A includes all accounts designated as 
casn accounts by the Respondent other than accounts combined 
end repo>ted in accordance with General Instruction B.6, 
wnsecureé accounts, accounts with credit balances having oren 
concract.al connitments, and accounts with free credit 
‘valences, which are included elsewhere in the answers to 
Question 6. A reserve has been provided for accounts con- 
sidered doubtful of collection; such reserve is included in 
the answer to Question 13. 


The answer to Question 11 (Part I) includes approxima Lely 
$515,500 ledgor credit balances «nd $4,497,000 market valua- 
tion ($3,442,000 Rule 325 allowed market value) of securities 
long which are authorized or proposed to be distributed or 
withdrawn within the six month period subsequent to the axami- 
nation dete after ayplicatica of undistributed profit and 
loss. 


The Responcent owns all of the outstanding coumou stock of 
Francis =. du Pont & Co. S.A., duPont, Glore Forgan Incorpo- 
rated, Francis I. du Pont, A. C. Allyn, Inc., Hirsch & Co. 
Tncorporated, and Frencis I. du Pont (U.K.) Limited. Francis 
I, du Pont, A. C. Allyn, Inc. owns aJl of the outstanding 
stock of duPont, Glore Forgan Municipals, Inc. 


Francis I. du Pont & Cc. S.A., end duPont, Glore Forgan Incorpo- 
rated are sach filing Answers to Financial Questionnaire 
(Porm X-17/-5) as of September 27, 1970. None of the other 
above-mextioned companies hold cash or securities for others 
or enter into canmitments for their own accounts; therefore, 
Pn egg Answers to Financial Questionraire are not being 


The net carital in excess of minimum required by New York Stock 
Exchange computed ir. accordance with Rule 325 for Francis I. 
éu Pont, A. C. Allyn, Inc. ($1,871,066) and Hirsch &€o. 
Incorporeted ($1,233,289) 1s considered as additional "net 
capital" of the Respondent for Rule 325 purposes per letters 
croc. the New York Stock Exchenge dated June 19, 1969 and 
august )2, 1970, respectively. 


Sutsequent to September 27, 1970 additional capital in tre 
encunt of approximately $2, 900,005 was contributed to che 
Responder.t. Such amounts are not included in the foregoing 
ensvers. é 
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ea 
C) I. d@ufONT, GLCRE FORGAN & CO. ; 
ANSYERS °) F-NANTIAL QUESTIONNAIRE, ETC, 


AS OF SEFTEVSER 77, 1970 
LS eet fenenaetsnstesnintsatannnsnnteunnteinminannaieat sah 


NOTES - (Sonzinued) : 


ll. Ir. Neverbe> 1970, a sutstantial rortion of securities in 
fiz= trading accounts were liquidated and a Firm policy 
was adozted which limits the totel investment in such 
accounts. The percentege charge of market value of 
sec-rities in such accounts, pursuant to New York S-ock 
=xenang? Rule 325, at Septender 27, 1970 amounted to 
aprroximately $1,800,000; the percentage charge after the 
policy change amounted to approximately $600,000. This 
policy and the resultant reduction in percentage charges 
will be consistently followed in she future. 


(Concluded) - 12, 
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F. 1. duPONT, GLORE FORGAN & CO. 


ANSWERS <3 FIIANCIAL QUESTIONNAIRE AS OF SePTEMBER 27, 1970 
(PART III, SUPPLEMENTARY INFORMATION REQUIRED BY 
NW YORK STOCK EXCHANGE FOR COMPUTATION OF 


. NET _CaPIi*L UNDER RULE 325 (CAPITAL REQUIREMENTS) ) 


(A) Revised exounts in customers’ accounts reported in 
er to Question 7(b) after application of cur- 
t outstanding margin calls and excess equities 
in related accounts: 
gulated accounts: 
Liquidating deficits reported in Schedule 11 of 
Part Eels Cece ns bh ed sid rcbes Whe beece eee cu ceas ba $ 26,666.82 
Deduct - Current cutetanding margin calls and 
excess equities in related accounts.......... 25,720.61 


Reviscd amount of liquidating deficit.......... $ 248.21 


Non-regu)aved accounts: 
Liquidating deficits reported in Schedule 11 of 
WONG Toc cbc cic cess becca chil ccaas, $ 42,789.08 
Deduct - Current outstanding margin calls and i 
excess equities in related accounts........+. 42,397.33 


. Revised amount of liquidating deficit.......... E 2,392.75 


(B) Cash required efter application of current out- 
standing calls for margin or other deposits: 

(2) To provide margin in customers' security 
accounts in accordance with the maintenance 
requirements of Rule 431 (Margins) after 
application of "when-issued" and other open 

’ contractual commitments, exclusive of bona 
fide cash accounts, joint accounts in which 
the Respondent has an interest, and 


accounts Uti GOTIOLG. see vce bc cele vice eee ] 376,365.00 
(S) To provide margin in customers' commodity 

accounts equal to the standards set in 

Rule 325 (Capital Requirements) exclusive 


Of liquidating deficita....cccscscsssssvree $ 34416113 


(Contimed) - 1. 


) 


FL. duPONT, GLORE ZORGAN & C0. 


_PINANCIAL OBLIGATIONS OF PARTNERS 


AS OF SEPTEMBER 27, 1970 
$$$ $_____A8. © SEPIER 27,1970 


BORROWINGS OF SECURITIES = 
EDMOND duPC::T INSLUDED I 
ANSWER TO C-ESTION 11(B)(21); 


yh APPROXIMATE MARKET 
DESSRIPTION OF SECURITY QUANTITY PRICE VALUATION 


Borrowings from: 
Jesse Loven: 
Non-exexpted securities: 
American Dualvest Fd Cap....e.cees 
Amer Research DAVELD. cc crscvcccses 
American Tel & WOLF civicbicedoncus 
Chrysler COPD. cc cece ceccicstereces 
Conn Genl Insurance Corp..-...esee 
General BOCOURS occ ci cccctcevedae 
Intl Business Machines....cscscece 
Kerr lc Gee COND. sci kiciecececs 
Litton Ind. $2.50 Part Pref....... 
Southern Bes vectscidecseciaswccuc 
Standard O11 of COLES oo cbc idee wks 
Union Cil COIIe occ iccciceccccece 


100 
 Marcor 6 1/28, due 10/15/68 Reg... $ 1¢,000 
TOTALss 6s certs cece eceesecscscecsces 


Hubert. I. duPont: 
Exempted securities: 
Federal Home Loan Banks, Ser. C, 
8.20%, due BIS/7 2. ec dicccese $ 35,000 
Federal Hoce Loan Banks 8.20%, 
On 8/9877... 35, 000 35,000 
Federal Inter Credit Bank 8.15%, 
ee eRe eS pian 35,000 35, 350 
aoe Banks 7.60%, due 
10/2 Tascicecavecweveccevcegeces 27,000 101 27,270 
TOCEL vavececeevcccatceaeeue 2,970 
. Non-exempted securities: 
Américan TOL. OTOL eiiicies saiaceweia as 400 tye 17,600 
duPont de NOMOUPE 6 i ccs cieecco cece cle 911 lis 108, 409 
General MOUGPS i isicceccceeccwaveee nS 452 73 32,996 


Standard 011 Co. (New Jersey)..... 34 «65 25,610 
Total... @eeeeveoeoeeeceoseeenees 84,615 
MOTAL : occ scccisicleesledesawea wena $327,585 


Mrs. Marie duPont Davies: 

Non-exempted securities: 
fe duPont de N@MOUPS vic ccccccccccccoce 119 
General MOCO sie biebic suleaccasiaceelee 73 
Hercules, PNG es vied reves veseaeeee 37 
Raytheon CG e ieee aee su eene eeleeie i 22 
Southwestern Pub. SVG sevscciceeeaes ZL 
Standari 011 Co, (New Jersey)..... 65 


TOTAL cee esereeetecncecoeeeeccace $ 236, 262 


om, 


F. I. GUPONT, GLORE ““RGAL) & CO. } 
FINANCIAL OBLIGATION. OF PARTNERS : 
AS_OF SEPTEMBER 27, 1970 
BORROWINGS OF SECURITIES BY 
ESMOND duPONT INCLJLED 


IN THE 
AISWER TO QUESTION 11(B)(1) -. 
(Continued); 


' APPROXIMATE MARKET 
DESCRIPTIC:!_ OF. SECURITY QUANTITY PRICE VALUATION 


Borrowings from - (Continued): 
Anthony Averall duPont; 

Exempted securities: . 
California 3.40%, dus 3/1/94...... $50,000 29,500 
California Sch 3.20%, due 11/1/62, $0,000 34,500 
California 3-S/e%, due 4/1/86..... 100,000 69,000 
California 3-3/4%, due 12/1/2007.. $0,000 29,000 
California Wtr 3-S/eg, due 12/1/94 $0,000 31,000 
los 2 Calif Dev 3-1/2%, due . 

10/, a ee ie 23,000 * 17,500 
San Francisco B AR T 3-1/2%, due 
MITE IG ois osc svcecveesacksccs 75,000 47, 250 
San Francisco B AR T 3~3/ug, due 
i 125,000 83,750 
hoa BART 3.65%, duc ‘ 
SPOR ea sivas dee cec's edee vn cee 25,000 68 6, 250. 
BOCA sie adic siseasiclealede vase ‘ 357,750 

Non-exempted security: : i ! 

Lockheed PIP OPEL Ge ic cae sb olsiy oslo 200 12 2,400 


TOTAL. +. seerseceneesseereceeceven é 360,150 


Mrs. Leta Adams Carr: 

No .-exempted securities: ‘ 
6,600 
6,600 


Le ee ae ey 


MOOI, Os ooo oii cds ccccccvele 
Southwestern Pub Svo...,....sece06 
Stand Oil of Calif... .ccccccesces 


TOGA ccctccaaess 


Lamont duPont Copeland, Sr: 
Exempted securities: — 
Alfred I. duPont, S. D. Del., 6%, 
due ae AE ee Rhea $ 25,000 iA $ 
Claymont, SSD Del., 2-7/8%, due: 
LL. a OAS 10,000 
Claymont, Del. 3-3/ug, due 4/1/71, 80,000 
Delaware 2.40%, due 4/15/72..++00+ 10, 000 
Delaware State Sch. 1.90%, due 
9/, TEMGCHEDEO LULU LAC LL Ved $5,000 
Delaware 2.60%, due Mil hcisebiee 25,000 


FORWARD i vcescvecevceceeclecseces $ 197,080 


ta 


on en ee 


~ 


F: I. duPOMT, GLORT F/"GAN & CO. ee 


SCIIEDULE B 


FINANCIAL OBLIGATIONS uF PARTNERS 
. AS Of SEPTE;BER 27, 1970 


BORROWINGS OF SECURITIES BY 

| EDMOND duPCT =N-LUDED IN THE 

, ANSWER TO QUESTION 11(B)(1) -. 
(Continued): 


APPROXIMATE MARKET 
DESSRIPTION OF SECURITY QUANTITY PRICE VALUATION 


Borrowings from - (Continued); 
Lamont duPont Copeland, Sr. - 

(Continued ) ; 

Exempted securities - (Forward)....cccccscsscecececs 
Delavare 2.50%, due 3/1/77........ $ 25,000 79 
Delaware 2-3/U%, due 3/15/72...... 25,000 96 
Delaware 2-3/u%, due 3/15/73...... 25, 000 94 
Delavare Sch., 2.80%, due 10/1/72, 50,000 95 
Delaware Sz. Cap. Imp. 290%, due 

pia. Tg ES SOE NS ial $0,000 86. 
Delavare 6, dus GJIST6 oa vecccsees 100, 000 105 
Dover, Delaware 2-1/4, due 

leo AOR a Sie OTE Nn e 10,000 
Dover, Delevare 3%, due 4/1/77.... 15,000 
Dover Wtr. Sys. 3.10%, due 6/1/72. 50,000 
Dover, Delavare 3- te due 3/1/88 25,000 

“Dover, Delaware 3.40%, due 2/15/75 200,000 
Georgetown, Dela. 2-1/2%, dus 

py oa ERS OO IS ANS 10,000 
Harrington, Del. 3-3/ug, due 

10/. PO ie Oeale veldaies bas velcew a cae i 20, 000 
Hawaii, Territory, 3.10%, due 

Wi bike k dees salbocs dauaeu es 25,000 
Jackson, Twp, N.J. 3-1/2%, due - 

pe a Oe a 20,000 
uincoln Park, N.J. Bd. of Ei., : 

SOOM, GEO LAA TIO so ccicnccscicccs 60, 000 
Milford, Dela., Swr. Sys. 3%, due 

pe ge SLE MO a aN eae 10,000 
Milford, Dela., Swr. Sys. 3%, due 

gag, OE ONES ei ie 5,000 
Milford, Dela., Swr. Sys. 3%, due 

yg ENG CASE reall lands Nita 5,000 
Neptune Twr., N.J. 3.70%, due 

ee ee ET $0,000 
Newark, Dela., Wtr. Swr. 2-1/e%, 

QU LA/T/ 7S. cecsccc ccc ceas sec. 5,000 
Newark Spec. Sch. Dist. 2-1/2%, 

due Ce as Se ERE Se vlan $,000 
Newark, Dela. 5-7/eg, due 6/15/74. 75,000 
New Castle Co., Dela., 2-3/ &, due 

es EO ERS Tan ial ag 10,000 
New Cattle S0., Dela., 2-3/ 8%, due 

Me i 25,000 
Nev Castle Co., Dela., 2-2/8%, due 

i $0,000 


FORWARD. occccccccoscccseccccccecce 


$ 197,050 
19,750 
24, 000 
23,500 
47,500 


43,000 
105, 000 


8,990 

: ¥8, 000 
115,000 
178, 00 
$3,600 
17,800 
22,500 
19,800 
59,400 
9,600 
4,450 
4, 250 
50, 000 

oa 

3,900 


4,900 
77, 250 


9, 200 
13, 250 


25,000 
$1,052, 800 


P. I. }iuPONT, GLORE FURGAN & CO. 
FINANCIAL OBLIGATIONS OF PARTNERS 
AS OF BER 27, 1970 


4 ‘ 

BORROWINGS OF SECURITIE? BY 
EDMOND durONT INCLUDED IN THE 
ANSWER TO QUESTION 11(B)(1) - 
(Continued); 


APPROXIMATE “ARKET 
DESCRIPTION OF SECURITY QUANTITY PRICE VAL. .TION 


Borrowings from - (Continued): 
Lamont duPont Copeland, Sr. - 
(Continued ) : 
Exempted securities - (Forward)... cccccscccsccccveses $1,052, 800 
New Castle Co., Dela., Swr. Sys. : 

2=3/8%, due 1/1/89........00-+06 $ 50,000 24, 500 
New Castle Co., Dela., 2-5/8% due 

MR BGs csc coe ooo eae eeceeceuses 30, 000 17, 400 
New Jersey Tzk. Auth. 3-1/ug, due 

SISOS ois vada bs hs dev teed cn te ae 21,000 = 19,530 
New York City 3-1/2%, due 1/15/76. 50,000 42,000 | 
Ohio Tpk. Rev. 3-1/4, due 6/1/92. 51,000 43, 350 
Philadelphia, Pa., 3-1/4%, due 

Dg 0 g Page ie in peer er 100, 000 ‘ 8S, 000 
Puerto Rico Indust. Dev. 3.40%, 

due VAST 2. ois kcccdencsistesssces 30, 000 28, 200 

” Puerto Rico Indust. Dev. 3.40, 

due UE e err eee 50,000 47, 0C0 
Puerto Rico 3.90%, due 7/1/76..... 65,000 57, 200 
Puerto Rico Wra Elec. Rev. 2-1/2, 

dus WAI 7c iva cts cassisvecscce 25, 000 23, 000 
Puerto Rico Wra Elec. Rev. 3%, 

due DS Og pe POP Bi eran 30,000 " 1S ,600 
Puerto Rico Aqueduct Swr. Auth. 

H, due 7/ Te cccsceccccceeesees 100, 000 84, 000 
Puerto Rico Wtr. Res. Auth. 

'3-1/ug, due BIIIT Ss vcs ec caneecees $0, 000 47,000 
Puerto Rico Wra Elec. 3-1/ug, due 
z WATE ck cccccc eeeesee eceeseseoes 140, 000 119, 000 
Puerto Rico Wra Elec. Rev. 

3-3/ 88, due 40. - SPO aa $0,000 30,500 
Snyrna, Dela., 2-3/8, due 9/1/72. 5,000 4,600 
Smyrna, Dela., 2-3/8%, due 9/1/74. 5,000 4,150 
Wilmington, Del., 2.20%, due 

TB Ni cicsccsecsucceseeernuces. 206,000 85,000 
Wilmington, Del., 2-1/ug, due = 

let sack cedakbnovecesderns 25,000 23,500 
Wilmington, Del., 2.60%, due 

TALE) beds cc pice tsauasetsnbieis 23,000 78 19,500 


TOTAL ss sereccrcrssenvcreverecesees $3.,.872,,830 


ences seapereenenoepeenene- enn sean peeeenasae esspoe—ntoeeseinnainrsepnenannaageniaarty-earsesae site 
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F. I. auPONT, 3LORE FORGAN & CO. 
FINANCIAL OBLIZATICNS OF PARTNERS 
AS OP SEPTEMBER 27, 1970 


BORROWINGS OF SECURITIES BY 
EDMOND duPOi:? INCLUDED IN THE 
ANSWER TO QUESTICN 11(B)(1) - 
(Continued): 


‘ 


Borrowings from - (Continued): 
Hugh Rodney Sharp III: 
Non-exerpted securities: 
Intl Easiness Machines..ccccessece 
Olin COMP. ccccceesvccsseeveseccece 
Scott POPOr” CO. ccccccvccccvcvvece 
Sears Roebuck COsseiscdsiecerecess i 
Squibb Beech Nut, Wi ce cccccccsccee 


WOT Alsecccensceces 4 


Emile F. duPont: 
Non-exerpted securities: : 

Christiana Secur Co...scccssoceses 3,200 105 $ 336,090 
duPont de Nemours... .ccsccsesecees 1, 366 119 


MOTs 6 occ e bees esaticcsecccesecces 


Alexis I. duPont: 
Exempted securities: 
Federel Hore Loan Banks ?. 7, due 
BTA h so ences cccecscsescccccesss § 15,008 
Federal Inter Credit Bank 6-1/u%, 
due ho a Re aN ail 
OER 6 cos ccevtcnes ch bensece 
Non~-exempted securities: 
Christiana Secur CG ckciccécedcaes 
Citizens Utility Misiclccaceweeers 
duPont de Nemours... cssccccscccece 
Fidelity Union TACO ace ceivcaceaes j 
General MOCOPR iciiccccuesecaseee ; 
Home Security Life Ins Co... ese. 
Life Investors BG ce dcsdecevennes 
Monumental COPPeccccccccccccsccece 
Petrie Stores COPpnccccscccccccace 
Piedmont Management, Incd......s00. 
Stand 011 Co. (New Jersey).....+00 
Tecumseh PROGUGCE iis vivcecuseade 
TOGRL cba ceccae we eemelesaeean’ 


TOT, COCCHH OHHH REO HO OEE TOO EE OEE 


FP. I. GuPONT, GLORS FURGAN & CO. 
FINANCIAL OBLIGATIONS OF PARTNERS 
‘AS_OP SEPTEMBER 27, 1970 


- BORROWINGS OF SECURITIES BY 
EDMOND duPONT INSLUDED IN THE 
ANSWER TO QUESTION 11 (B)(1) - 
(Continued ): 


APPROXIMATE MARKET 
DESCRIPTION OF SECURITY QUANTITY PRICE VALUATION 
8 from - (Continued): 
bye duPont: : 
Exempted securities: 
Alexis I. duPont, Del, SSD. 
ee eee a $ 25,000 16,500 
Alfred I. duPont, SD Del. 2-3/ug, 
dus Vad es eh ie eee . 30,00) 21,000 
De La Warr Sch Dist. 47, Del. ! 
Gol /ug, due BI Riicccsconned 25,000 malic 19, 900 
Delaware St. Hwy. 2.60%, due - 
. pe Fy 3 RD nt eee eee iy $0,000 49 , 000 
Deiavare St. Park Com. 4-1/ug, 
due po ag | EN Gal HRs isle 3,000 2,460 
Delaware St. Park Comm. 4-1/ug, j . 
carat kg ee EA TROLS hat 3, 000 ae 2; 409 
Delaware St. Park Comm. 4-1/ug, 
se due SAIN hbeedkesidcas conde 8,000 6, 240 
Delaware University. 3.15%, due ' i 
gE ini SOs 25,000 19,000 
Del. River Bay Auth. 3-3/4, due _ 
Al ON 4 hh ich bceseuusececucs 90, 000 56,700 
due Ea te AS ey 100, 000 74,000 
Del. st. Park Comm 4-1/ug, due ‘ by 
oe Mae 3, 060 2,580 
Del. St. Park Comm 4-1/ug, due 
a: en eee at 3,000 2,520 
Dover Del. Electric Rev. 4.10%, 
eg ee 20, 000 14,600 
Houston, Texas, 4.60%, due 
gts See ae ne 28,000 19,300 
Nevark Spec. 8D. Del. 3-1/2%, due 
fg Tee opi a 25,000 17, 250 
Nev Castle Co. Del. 1-3/1, due 
pe A Ea a ie ane 5,000 4,980 
New Castle Co. Del. 1-3/ug, due 
pe ti ts ee ; $5,000 4,500 
New Castle Co. Del. 1- , due 
n/i/ 


aS 


Tere cececbevecenceseseases $,000 4,100 
New Castle (>. Del 1-3/uf, due 
Oe ia hE $,000 73 3,630 
Puerto Rico Comm uf, due 7/1/77.. 10,000 86 8,600 


FO A d6be Sede bbhebeebddedans $ 348,550 


ee ey am 


- (Contirued): 


Me. BAith saith: 


£39a 


“P. I. CMPONT, OLORZ RGA & CO. 
FINANCIAL OZ UIGATIONS OF F.\RTNEPS 


AS OF SEPTESER 27, 1970 


BORROWINGS (> SESURITIES BY 


EDMOND du?21T <NCLUDZD IN THE 


ANSWER 70 QUESTION 11(B)( 


1) - 


Borrow:ngs from - (Continued); 
Reynolds duPont - (Continued); 


Exempted securities - 


on EE eee 


Weyr.s Co. Airport, Mich., 3-3/ug, 


ot fe, Seat 


Wilzington, Del. Hsg. Auth, 


2-3/ug, due 4/1/ 


ee re ee : 


Wilmington Parking Auth. 4-l/ug, 


due 7/1/96-6C.... 
Petal co cv ssce 


Nor-exempted securities: 


Uniroyal, Ino...... 


Exexpted securi’ ies; 


se eetesers 


eeeee 


TUT ke cc cdccece 


Alexis I. duPont Dela 88D x, 

= ee ea ree 
California State 3.85%, 7/1/92..., 
Connecticut State 3-1/ug, due 


Lig, re 


Delavare 3.40%, due 
Delavare State Cons 
due 3/1/76........ 
Los Angeles Calif De 
due 3/1/73........ 


Los Angeles yong Dewap Ylec 


2) ae SS 
SDI 3-1/2, 


waps 2.80%, 


Texas Veterans 2-1/u%, due 6/1/77. 


TORR cicieveecace 


Williem J. Kitchell: 
Non-exempted security: 


Christiana Secur Ob 66iobeeseed ies 


+ Conran Sharp Plumb: 
Pted security: 


Triiana Toll Road Comm Rev 3-1/2, 
SO TFA NOURY 06 nb664600es bees 


~@xXeapted security; 


'Stancard O11 Co. (New Jersey)..... 


$ 25,000. 
15,000 


$ 10,000 
10, 000 


15,000 
10,000 


10, 000 
10, 000 
20, 000 
10,000 
10, 000 


20,000 
20,000 


APPROXIMATE MARKE? 
QUANTITY PRICE VALUATIO: 


39 
71 
65 


17 


71 
66 


82 
"7 


93 


82 
95 
83 


$9 
76 


SCHEDULE 3 


$ 348,550 
14,750 
10, 580 


3,250 
377, 200 


€3,688 


9° 983 


$ 7,100 
6,600 


12, 300 
9,700 


8,900 
9,300 
16,400 
9,500 
8, 300 


11,800 
15, 200 


Ceeeeresesereeees 3 115,100 


—_ 


3,400 10s 357,000 


$ 15,000 
208 


66 
65 


i 66k CUNT inde c kde seccannns $ 23.429 


$ 9,900 
13,520 


F. I. GuPONT, GLORE FCRGAN & CO. 
FINANCIAL OBLIGATIONS OF PARTNERS 


AS OF SEPTEMBER 27, 1970 


BORROWINGS OF SECURITIES BY 
EDMOND duPONT INCLUCZD IN THE 
ANSWER TO QUESTION 11(B)(1) - 
(Continued): 


APPROXIMATE MARKET 
DESCRIPTION OF SECURITY QUANTITY PRICE VALUATION 
Borrowings fron - (Continued): 
illiem M. Sharp: 
securities: 

Connecticut S-3/ug, due 11/1/70... $15,000 100 § 15,000 
Non-exempted securities: ‘ 

Standard 011 Co. (New Jersey)..... 208 6S 13,520 


TOTAL. cc ccccescscccsscsccssscvcees 4 28,320 


The preceding borrowings are payable 
upon six months notice. 


ANSWER TO QUESTION 11(B)(2)" 


: ‘APPROXIMATE MARKET 
DESCRIPTION OF SECURITY QUANTITY PRICE VALUATION 
3 from: 
Mrs. Natalie duPont Edmonds: ! 
Non-exempted securities: 
GuPont de Nemours...cscscccsecvces 1,000 11s. 2 219,000 


NOTE: The above borrowings are payable 
: upon six months notice. 


- I. du & CO. 


FINANCIAL OBLIGATIONS OF PARTNERS 
OF 27 70 


BORROWINGS OF SECURITIES BY JAMES M. KING 
INCLUDED IN THE ANSWER TO QUESTION 11(B)(1): 


TSSCRIPTION OF SECURITY 


Borrowings from: 
Claiborne Pell: 
Exempte‘ securities: 
New Yerk State a Auth. 3.10%, 
due 7/1/94/60 eee eee 
Penn Creille co. ‘Wash "Pud 5 ‘3. 208, 
8/1/2005 


Washir.zton Sub ¢ and Dist 3%, due 
i ee . 


‘ 


NOTE: The above borrowings are payable 
upon six months notice. 


ZiT tuPONT, GLORE PORQAN & CO. 
ese oe OSLIGATIONS OF PARTNERS 


AS OF SEPTEMBER 27, 1970 


| 
| 

| BORROWINGS OF SECURITIES BY A. RHETT duPown, 

) SR. INCLUDED IN THE ANSWER TO QUESTION 11(B)(2): 


DESCRIPI ION OF SECURITY 
Borrowings from: 
Estate of Alicia R. Mayberry 
Exempted securities: 
_ U3 Tey 2-1/2 DTD cc csciteccis $15,200 


Edmond duFont and Enile F. duPont 
Trustee: 


Non-exempted securities: 
GuPont de Nemours........scsceecccees 1,000 119 
GOAL MOCORS. oo ssccncccccccccccces 1,305 73 


WOU Sead iN eb edbeeeeils 


_Edmond duPont and Emile F, duPont, 
Trustees for Marianna duPont: 
Non-exempted securities: 
duPont de Nemours....scsssccssscccees 4,000 119 
General MOtors.....sssssssssseeeevees 3,000 73 


SECM Cheech bee weluecent. 


NOTE: The preceding borrovirgs are payable upon 
sixty days prior notice on oocuher 31 of 
any year. 


Mrs. Elise duPont Elrick: 
Exempted securities: 
New ee St _— GTD 22/08, cue 
CPN.. 


+» $10,000 $1 

Puerto R Rico NHA 3-7/@%, due 6/1/32" ) 
eo Ee ED 20,000 71 
POCONO eee eeeeiscceccdeediccecc, 

Non-exempted securities: 

GuPont de Nemours....scccccccccccccce 839 119 
COTPE] MOCONS ooo cic cece cccesccccnc, 1,140 73 
Southvestern Pub. Sev. eeeeeteeeeeaeeee 1,800 11 
PEL cee ekesdehevieesecacescces cs 


SOUS heb sbsbbsi neces cee ce 


Mrs. Natalie duPont Ed. 2:nds: 
Ya Och ig security: 
duPont d MM FMOUEE sok kecccecccesccdars 1,000 119 


NOTE: The Preceding borrowing. is payable upon six 
months notice. 


FP. I. QuPONT, GLORE ORGAN & CO. 
FINANCIAL OBL-GATIONS OF PAR" @RS 


tt 


BORROWINGS OF SECURITIES BY A. RHBTT duPowr 
€R. INCLUMES IN THE ANSWER TO QUESTION” 
11(B)(2) ~ (Contimued) : 


T=SCRIPTION OF SECURITY 


Borrovings from: 
Thowes Murrell duPont: 
: securities: 

«| MP GROMIIEE O06 oc cc ccccccccccccccce 
‘Camptell cats: gg a EEE ne tn i 
Cities Service Oe hcccdecceeesicccce 
duPont de PS ob ecdeccessccecces, 
General Electric Us ies keiddecccsuss 
General PS C00 bob bhbbbuehedece cs 
Honeyvell Inc.... 


ii te ee ee a | 


POC One eeeebeeeee 114 
Westi.uhouse Electric COPPseeeceeeeee 106 


uma ee ere oe 


Marianna duPont Hanckel: 
Non-exempted securities: 
56 24 
COO CR CCC Coo OC CS 848 119 
ieee ee 2 1,088 73 
Hercules, MP ei do butbandacbscecioie. 1,782 37 
Standard O11 Co. (Nev Jersey)........ 417 65 


MCCA bh ceed bedideccs, 


NOTE: The preceding vorrowings are payable upon 
six months notice. 


> 


ti tn en el nn pe tem enn 


I. du AN & CO 


FINANCIAL OBLIGATIONS OF PARTNERS 


AS OF SEPTEMBER 27, 1970 


BORROWINGS OF SECUFITIES BY MORRIS GOLDSTEIN 
INCLUDED IN THs ai. ER TO QUESTION 11/F‘(2): 


DESCRIPSION OF SECURITY 
s fron: 
Mre. Virginia R. Rice: 
Exempted securities: 
av, Mich Sch Site Bldg 2-3/4, due 
6 CCCP ROCF? 
AAS bush New York Sever 3.104, 
i. PE 4066466000466 5600 055080600 
Faribault County Minn Isd 2-3/8, 
MPAs 5 580066000645565050000K0K0 
Lor Angeles Calif Dept El Pt Rev 
2-1/2%, due oF, RS ern 
ea 1 po Gtd Heg Auth 1~7/og, 
WIEST 00500606 000kesescbccccsccixee 
Mpls St Paul Airport, Rev a  faaay 
Ossining Mt Pleas N Y Ufsed2 2.7 
ee FR arene ee, 
; GOR 6 6 56.00 6456 bus 0cbeccss 
Non-oxempted securities: 
American Tel and Tel.....cssccsssseses 
Ark Louisiana Gas.....cscecccscceesece 
Consumers Power CO....cscessccccccescs 
8 Pe a oe Se 
May Dept Stores 2 PEPE PET Ce eee 
Minesota Mining oe rer errr 
Morgan (J.P.) & CO., InGsecessseesvecs 
Pacific Gas and Elec Covccsssscscceees 
Phillips eee 
Sterling Drug, Ds £4 6s 666066640666 e080 
Union Pacific ON ic 65 64066664 06886000 


BOCA cc ccc cecedsctececsees 


Dis 6 8 hoc bhi ceeceeseecesieds 


Mrs. Ree A. Lillienstern: 
Exempted security: — 
US Treasury 6-1/1%, due 2/15/76....... $15,000 95 
Mrs. Florence J. Goldstein: 
security: 
U.S. Treasury 3-1/4, 5/15/8S......... $3,000 67 


NOTE: The preceding borrowings are payable upon sixty days 
“ Prior notice on December 31 of any yeur. 


Sets sSesseenssssssssssssetesenennens 


A AN A EY 


. Els GuPONT, GLORE FORGAN & co. 
FINANCIAL OBLIGATIONS oF PARTNERS 
AS OF S) 


PTEMBER 27, 1970 


BORROWINGS OF SECURITIES BY DONALD L, GRAHAM 
INCLUDED IN THE ANSWER TO QUESTION 11(B)(2)+ 


APPROXIMATE 


DESCRIPLION OF SECURITY 
Borrowings from: x 
Mrs. Elizabeth 0'Donahoe: 


Oech dvbecheilew cies. 

Mrs. Jean G. Rrmons; 
Non-exempted security: ‘ 
National Lead COrsecscveresvccccvccvces 2, 000 20 


NOTE: The preceding borrowings are. payable uvon 
six months notice, 


i ete 


P seme UPONT, GLORE FORGAN & CO, 


FINANCIAL OBIZGATIONS OF PARTNERS 
AS OF SEPTEMBER 27, 1970 
aaa acc af 


BORROWINGS OF SECURITIES BY CHARLES TE 
3 


JR. INCLUDED IN THE ANSWER TO 11(B)(2 
APPROXIMATE 


@eee «MARKET, eee 
DESCRIPTION OF SECURITY QUANTITY PRICE VALUATION 


: Borrowings from: 
Eetats of Horace B. Farle: 
Exempted security: 
US Treasury 4-1/u%, 5/1S/aS-75....... $122,000 73 $89,050 


Mre. Josephine T. Moran: 
Exempted securities: 
Denver Colorado 3%, due 2/1/88-67..., 1,000 60 $$ 660 
Kent Co Dela St Const Sch Dist 1 
OOOO WAIT eis liae cee ce ac 15,000 483 12,650 
Los Angeles California Sever 2-1/2%, 
coped ocd eet NaN 20,000 96 19,200 


" Los Angeles Calif 2-1/28,'due 2/1/74. 18,000 @8 137700 
Mt Pleasant Dela Spl Sch Dist 2-5/8%, 


BEANO se cwesinndV bu bev ecan ied cane. 30,000 987 26,100 
Mt Pleasant Dela Spl Sch Dist 2-$/as, 
2 ka eA eT Na ite 20,000 63 16,600 
ROMER she rbease dbus habeb evan se oelec 88, 0 
Non-exempted securities; : 
200 ? 1,400 


4SO 21,150 
so. 089 2,950 
300 «(37 11,100 
ae 11,1¢) 

250 NV 
i ee ey 200 29 $, 800 
Sante Fe Industries, LIUS eiaies silolee sel 250 1s 4,750 
Standard 011 Co. (New Jersey)........ 93 65 6,045 
Union Pacific Corp.......sceseecesens 250 «42 10,500 
ij i FOUN SSS Ode sU be heeebecrhebi edocs: 4,79 


TOTAL. ee eeeeeee see ee es cmenfl62, 943 


NOTE: The Preceding borrowings are payable upon six 
months notice, 


. t | | , 


aA mR | 
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FP. I. duPONT, GLORE FORGAN & CO. 
ee AE 


FINANCIAL OBLIGATIONS OF PARTNERS 
AS OF SEPTEMSER 27, 1970. 


BORROWINGS O? SECURITIES BY ANDREW I. NAMM ~ 
INCLUDED IN THE ANSWER TO QUESTION 11(B)(2): 


APFROXIMATE 
° Zi i QUAN- eee eMARKET...,, 
DESCRIPTION OF SECURITY TITY PRICE VALUATION 
Borrowings from: 

 Peggotty H. Doran: 

-exenpted securities: 

. American Tel and Tel........cccccceecs $ 8, 8900 
Avoo Corp $3.20 om. ov. pfd..csccecces 8,750 
WOlL ANd HOWELL 6 icc ccseccecec es ccccse 6, 845 
Bristol-Myers COcciicecccesecsocecciccs 11, 800 
Coca Cola Gs i kad be Coot cehcee sense eeu” 15,000 
duPont de Nemours.....cssccsccccccccins : a 7,735 
Indian Head, TOs cso e ech cheacesvcess . 2, 200 
Intl Nickel Co. of CONAGS: 665s csic hess ‘ 10,750 
Intl Tel and WO cocci ecscaveaweseccccs 3, 440 
Manhattan Industries, WMG ce icecccesces . 3,120 
Munsingvear, PNG iia cickac sete ceca ecc , $,400 
Penn Gentral COs casi eee eevee beces cer is 1,400 
Southern Pacific COvecisccccveadvececns * 9,000 
Stendard 011 Co. (New Jersey)......... 13,780 
Stop and Shop Ge sssnessesescecncecens 2, 200 
Transamerica: COMB okies decc else slouauae 3,000 


q i TOTAL: dieisieu ou cree siecle seice owes ae $113, 220 
' i i ne : 
eter enttenntenpeasesieuntntesetansssnstenewnusiiseny 


ce aN NY ET SO HEAR RE NY RY SESSA ER RIESE RNS OI A Sel 

RE NE RR 1 site epupnersetancouonnttaneeneenaaneuaenaamns i ts 

PRONTO NORIO 04 RA. ee SEM ARE RIN 2 as anes tare! eREREUERIgENEnEHrenhiagieter yore SRE nanan oon cee ~aampee— 
sa sanrven ey ania cl ron 


1 AMR EERE Y SORT NE ETP BERR CARRERE A: SORE k= 


Enmdatee UPON, GLORE FORGAN CO. 


\ 
FINANCIAL OBLIGATIONS OF PARTNERS 
7, 1970 


BORROWINGS OF SECURITIES BY HENRY STEPANY 
_ INCLUDED IN THE AI'SWER TO ee 11(B)(2): 


ays DESCRIPTION OF SECURITY 
Borrowings from: 
Mrs. Alice Girard Stefany: 
Non-exempted securities: 
American Can CO.......ccccccrsevccsves 
American Metal Climax.......ccsccccsee 
American Tel and Tel.......cccsccscces 
American Tel and Tel Wts........cceee. 
. Commonwealth Edison.......scccecsecer: 
Consumers Power CO.....cccccccscvsoeee * 
GuPont $4.50 Pld. ooo oss ciccw csc cee ens 
Duquesne Light Co. W@ Pfd.........c0c. 
General Electric Co..:...ssccccccreces 
General Tel and Electronics........... 
Mass Invest Tr. Sh. Bl... csseveessces 
Qwens Illinois, Inc. 4% Pfd........0.. 
FOODIGS GOS CO. cuecieics ews vaies b0sawes 
Pride. Biscrl s C0: sc cticvaccaeiassiecse 
Standard 011 Co. (New Jersey)......... 
Union Carbide Corp.. 
American Tel and Tel 8-3/u%, $/18/2003 
KWGSs ROG oc ceids cecscwcwase sew sace S600 


DOUAD 6:4. d:ssccissievorertceleve-e «sere fice bie 


NOTE: The above borrowings are payable upon six 
months prior notice. 


FINANCIAL OBLIGATIONS OF PARTNERS 
MBER 2 


BORROWINGS C? SECURITIES BY FRED G. WACKER, JR, 
INCLUDED I THE ANSWER TO QUESTION 11(B){2): 
: DESCRIPTION OF SECURITY 
. Borrowings from: 
Mrs. Grace Jennings Wacker, Trustee: 
Non-exempted securities; 
; Abbott ERDOPACOPIES. 0... cece cccccc ence 
be usoaulliuorinas che; ac ee eee 


Amer Sterilizer COs ei lin dedis cls. 
PMC Cors... 


eee eeeeeeea eae snesserase 


FRIAS ss ba ahaha d bene ban co ekkk 


KOTE: The above borrowings are payable upon six 
months notice, 


LL Set - eee REaoeeneeemeenneE ee | ee 


EetateGAPONT LORE FORGAN fs CQ. 
FINANCIAL OBLIGATIONS OF PARTNERS 
“ 7 1970 ch 


. 


BORROWINGS OF $20, 000 OR MORZ HOT INCLUDED IN THE ANSWERS TO QUESTION 
11(B), BA) AND 13(B): 


VALUATION 


OF 
CU, Bos oo biceucciecccsacesicccccavse S000 108 
Harry W. COIRSTY, UP. . ce ssscseccscssstencesccse 120,000 
Kingman Douglass... ..ccscsccecseccsessercecesess 400,000 
MOONE GUPONG cic ses necededesveeetcesecsicceas:| | Sab stGe 
TMM GUEONG ccs ce wesercesecdcescssecusscecss| | SHE 192 
Edmond GuPort.......ssessseeeeeee ven caee mec.) (mee. tee 
Stanton W. frederick, Sr......... e wieiwialeve lacs 155 ,0C0 
Basil B. ios el ss buimanes one cL 21,800 
Randolf Guggenheimer, Jr......cccccccsccccceees 7C ,000 
SUMLOY A, UROOUSON Gs ces deselcteceersassesnonce 28,500 
DODLOL D, GOGEGON cise vice cies visieiceeesicdedaccess ||. SOLZoO 
PLOUBELOK WLLL. a cioicsies side sicviaicsicee sea eeae || 0,000 
SOUS Hs LCI, OR sie as vies s bie we eeleg die anie alsa play 80 ,000 
BOWAPQ A, MOrgen, TID. iiss csicsadeeviciewecesice $0 ,000 
Edward E. Moritt eer ertecoees ens 130,000 
Edvard B. Moritt (B)....ccccsccccccvcssccescess 150,000 
DOMAIG MUCTOPPONS (OC) cide csasiceneciiccsavvsaecs | AVS ,492 
Donald Mutterper] (D)...ccccccccsccccesvecceses 19,000 
Donsid Mittermer) (EB) oie cc ccckc cs tewetuee sees 16,000 
Donald Royce, CPUs Vel Wedel eveuereevanueue es 160 ,000 


Subordinated borrowing from Dr. David Brezin 
" Mrs, Ruth Pollack 


The purpose of these borrowings was to finance the 
purchase of his membership in the New York Stock 
Exchange. 


Subordinated borrowing from Martin Mutterperl 
: " Neaocy Mutterperl 
5 " FP. I. duPont, Glore Porgan & Co. 


The purpose of these borrowings was to finance the purchase 
of his membership in the American Stock Exchange. : 


“Pl. Ex. 109, pp. “45ia- -458@a 
, - 4514, eo es 


> ? J 7 


HASKINS & SELLS. . 
cCentrico eyvoLc ACCOUNTANTS 
TWO BROADWAY 
NEW YORK 1IOOO4 
. a YY 


November 26, 1969 


Francis I. du Pont & Co., 
One Wall Street, 
Nev York, New York, 
Dear Sirs: 


We have examined the Answers to Financial Questionnaire 

(Part I), Supplementary Schedules (Part II), and Schedule of Informa- 
tion Required by the New York Stock Exchange for Computation of Net 
Capital Under Rule 325 (Part IIT), except for the answers to 

Item (a)(ii} and Item (b) of Part II and Item (I) of Part III, as 

to which we do not express any opinion, of Francis I, du Pont & Co. 
as of September 28, 1969 and have — our ‘opinion dated 
November 26, 1969 thereon. 


At your request we have ci the ‘siecenubete memo~ 
randun computation of net capital and eggregate indebtedness as of 
September 28, 1969, which is based on the information conteined in 
the aforementioned Parts I, II, ant III, in accordance with our 
interpretation of the sige oa aisaeaaals of Rule 325 of the New York 
Stock er 


| 
| 
| 
| 
| 
: 


mies very truly, 


_ Rha i ‘adh, bi) 
ot" 


, ate 


ct erg 


FRANCIS I. di NT & CO. 


' MEMORANDUM OF NET CAPITAL PURSUANT TO THE REQUIREMENTS 
OF RULE 325 of the NEW YORK STOCK EXCHANGE 


AS OF 28, 1969 . 


siateat sea iohceilaiaan ducal adits: : 
FINANCIAL CONDITION (Schedule a cere rereereereeseeserreeseers * $52, $36, 000 


“EXCESS OF MARKET VALUE OVER BOOK VALUE OF SHARES OF CHICAGO : 
BOARD OF TRADE CLEARING CORPORATION STOCK. .+sseeeeecerececer’, 4, 000 


i oeiac basics sceabininstaes 52, 540, 000 


CHARGES TO CAPITAL PURSUANT TO THE REQUIREMENTS OF RULE 325 OF 
THE NEW YORK STOCK EXCHANGE (Schedule eS 42, 217, 000 


1 MOREL, 5 ios scccscecsnscseceecscectecsscccecs. 30,308, 000 

ADD: EXCESS CAPITAL IN SUBSIDIARIES.....cscccccsceccccssceeses °_ 668,000 
9% WG CNDECRL ec ecb liccciccceccccesecweessesse 40,008, 0080 

. AGGREGATE INDEBTEDNESS (Schedule 3)......ss++e+++ $356, 364,000 
MINIMUM CAPITAL REQUIRED (5% of aggregate “Andebtednes®)....,+4. 17, 818, 000 


. BT CAPITAL IN DEFICtT OF MINIMUM REQUIRED BY NEW YORK STOCK 
— EXCHANGE PURSUANT TO RULE Be eee lcs cor cle ieee cas $ 6, 827,000 


RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL ($356,364, 000 
” nee re ene ee eee 3.242% 


NOTES: , 
2... The above computation does not inolude any charges 
to capital for the valuation of unadjusted short 
he security differences. 

2.. See letters attached for supplemental subsequent’ 
event information. 


. 
. 8 
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CAPITAL FUNDS AND 
AS OF SE>?=>* 


CAPITAL FUNDS: 


Capital -sadunaa , } 
| OL Ma TEe MMR MOORE ca fai .. , $43,879,000 
General partners... Lidia aaa wince #4 eo A a i ie se || bO,020 000 
| Limited and special partners....-- mae 
« 2, ~ Aap Part . mye 
Market valuation of securities <«- bimited and : 
| at . Ka . u EIB sovclal 3 =e ky . 
| ‘ ge ida ng Tit et ee tase 7 ie NE A x i gai Partiors e 
| ‘ ey 
! Exempted securities......++++:: on _ 6,450,000 : 
«+ Non-exempted securities.....--: 712,349,000 oe ood ig 
7 pe RMI eSPMAP GU Ser MAL. hand eorveee i 7 900 $ i 
: Unsecured demand notes....--:':"° ANNES SR vs du inecors \ 
H Undistributed profit and loss, $nfs88S eee sieceeees MEL OOR 006) 
{ and expense accountS.......-.79''"" sencsiawene . (2,239, ,000 4! 
; Derand note collateral deficiens) Mm se 
; Market value of memberships in *-"*"""" 3,758 ,000 t 
! commodity exchanges owned by fire. Pear 861. ,000) 1,397 ,000 ; 
i Less: Book valu@....sscserset' , joint 
\ Securities in firm trading and * hers hey 
accounts carried by Responzent 
accounts: ) 
| - Firm - Market value: Lu9,754 ,000 it 
a Long market valuat‘ons....-- (50,145 feed J 
‘- Short market valuations... (126,268,000) (6,659,000) *, 
Less - Ledger debit balanc«'.- 4 sn5 bee ‘i 
- Partly secured: ’ F) ‘7 
; Long market valuations. . 121,000 : 
Ledger credit balances. 1,101,009 ; 
* Less: 
_ Short market valuation: 2,788 ,000 _(1,557,,000) r 
/ Ledger debit balances. ee Nac, coeveeees * 47,713,000 i 
: Soe earthen ( 
SUBORDINATED PRE ae ley eercerveee Ween i 
RN A A a mt sooeerrereoe [e] a 


Ledger talancesS........-- 


Long market valuations... Coe : PO seen eieoee 
—* *s $08 STATEMENT 


TOTAL CAPITAL FUNDS AND SU'” 
OF FINANCIAL CONDITION. . 


SESE AE ELAR PT A EA 
a RM ET sce = Seaniceiaaesiieeiiaaieiaiieiecerimeaanttadeaaedeiiiaemen tnmmneeienameeiaa 


<6 Me ANF eee ogee 


sonon © 


a: tho 


eeoververeveee $52,536,000 


—¥1823,000 "| 


FRANCIS I. du PONT & Co. 


CHARGES TO CAPITAL FURSUANT TO THE 


REQUIREMENTS OF RULE 325 OF THE NEW YORK STOCK EXCHANGE 
AS OF SEPTEMBER 28, 1969 


, DEBIT BALANCES IN meron UNSECURED ACCOUNTS : 


f . Miscellaneous accounts POCOLVEDLO. PE ees T ieee ee eee 


(, 


Ledger balances. $3,319, 0C0 
Security valuations . re re ee 2,666,000 
DEBIT BALANCES IN ACCOUNIS FOR mauabeanies, FIXED ASSETS, FPRE- 
PAID ITEMS, ETC. 
Exchange memberships (market value).....sseecersscsceseseeecs 
po fixtures, and leasehold improvements (depreciated 
value PORCHES OHHH HHH HOHE STE HETERO REO OHHH HHH EHIEOE HS 
Dividends and interest receivable: 
Non-current :. : 
Ledger debit POOR ic ccwedsabeedsavdaweden 
Short market valuetions.....secessessesvevers 


* Leeeedeacesceecbereeusaeees 


"3,512,000 
3,865,000 


Prepaid expenses amd deferred Gharges....ssesecsscsscversreres 


Free shipments to brokers and GCBLOTS. +s. see eeeseeeseteverves: ‘ 


: Suspense accounts - net... ec orerereeateceee 
Subscription and exchange WINE iincckiddasseasuncunboncs 
Accrued interest receivable - Per nh tereeds sues teneheat) 
Commissions receivable: ' ae 

Future commodity accounts undermargined or “ia Ves 
deficit. 
Fron others ER bulbar ewe we 
Investments in affiliates..... 
Gos ee Ma Ma de er Laovseseser 
Receivable from ple e e S anbi wee 

Secured demand notes contributec as capital by partners. - 
excess of face amount of notes or market value of collet- - 
eral over allowable value of such collateral.......sessseue 

| ® OR OTHER PERTINENT PERCENTAGE OF THE MARKET VALUE OF ALL 


i hala aclbadl lias olich apc adbehichid bul ball tactile tid edna alti 


* 33, ,000 


‘“eeeheRSeeedeseesdedhenyeeees een” 


ereeeeee’s eeeeees 


SECURITIES LONG IN PROPRIETARY ACCOUNTS.....sccscceccevscevee” 


AMOUNT DETERMINED ON THE EXCESS OF THE MARKET VALUE OF SHORT 
_ POSITIONS IN SECURITIES OVER THE MARKET VALUE OF LONG 
. POSITIONS IN PROPRIETARY ACCOUNTS....cccccsccccseerees 
CHARGES IN CONNECTION WITH LEDGER BALANCES OF SECURITIES PAILED 
TO DELIVER OUTSTANDING 40 DAYS OR LONGER... .cececseneecereres, 
CHARGES IN CONNECTION WITH CONTRACTUAL COMMITMENTS: 
Participations in joint accounts carried by others.........- 
When-issued cortcacts............. tegerbeceres chen wees adsees 
Repurchase ALTOOMONES 0. ccecoscccccescdocse leccececsceneceses 
TOTAL OF CREDIT LINES GRANTED ON OPEN COMMODITY: CONTRACTS 
"eRADE" PO oon ks bv css coh ere eek 0044605040 heenes beens 
1-1/2% OF THE MARKET VALUATIONS OF THE TOTAL LONG OR TOTAL 
SHORT FUTURE CONTRACTS IN. EACH COMMODITY, CARRIED FOR . 
cus TOMERS, *“WITICHEVER IS GREATER... eeceeeeesrereepeeeeregzerereoseoeres 
CASII REQUIRED TO PROVIDE MARGIN IN ACCORDANCE WITH RULE 431 
AFTER APPLICATION OF — ——— CILLS FOR oryanpas OR . 
OTIER DEPOSITS: 
Security accounts. 
Commodity accounts....... eneveenseeeeesecece 


FORWARD... cceeeeveeevene 


sib di celine stage hanes besa in leila 


FS enemas 28 oe: 


a 
ewe smieeiee 


2,000 


$ 5,985, 000 


3, 258,000 
3,939,000 


7,476,900 
1,326,000 
846 , 000 
$1,000 
343, 000 
199, 000 
148, 000 


15,000 
2, 281, 000 
66,000 
38,000 


10, 348, 000 


7,430,000 


13,000 

1, 201,000 
"4,000 
168, 000 

11, 000 


67,000 


987,000: 


1,006,000 © 
20,000 
247,396,000 : 


(Sontimuud) . 7, 


TT RT a eta 


eecenesnpetail terpocerenecemenpenas-remanmapime yettennt ornare pment apenas sninnsenserremntponeenanensneeiad RECT = i EN REESE SR RT PN a6 ser at woe 
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SCHFIJLE 2 


FRAI'SiS, I. du PONT & CO. 
CHARGCS TO CAPITAL PURSUANT, ETC. 
AS OF SEPIEMBER 28, 1969 
ae 


FORWARD oc ccccccesveccreccvcccccsee $47,396,000 


gp oo IN CUSTOMERS' COM“ODITY ACCOUNTS AFTER APPLICATION OF 
CURR: T OUTSTANDING MARGIN CALLS, Br ce bkh elke eee ewkianen weaeaeas i 2,000 
DER ele sina dayienahsangrianrseeabies 47,397,000 
IESS: 
Resorve for doubtful accounts........cesseeeeeess $ 380,000 
Reserve for non-current dividends and security 


( COUNt GLfFerences...ssseecceeereeeseeerecereets 4,600,000 _(5,180,000) 


re SL ote 


' NOTE: Dividents: receivable ‘does not include a charge ‘for mre 
_ balances and security valuations which are en 
"current anid ‘readily ech lectinle. 


__(Conetuded) = 2. 


@? 


ee 
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FRANCIS I. du PONT & CO. 


AGGREGATE INDEBTEDNESS PURSUANT TO THE REQUIREMENTS 
OF RULE 325 OF THE NEW YORK STOCK EXCHANGE. . 


AS OF SEPTEMBER 28, 1969 _.. a8 : 
AGGREGAT® INDEBTEDNESS: 


Money vorrowed - secured by customers’ non-exempted 
MOOR GIO ci os oe bee ecesebeehnedees6auedebeeleeleces 
Omnibus accounts carried ty other banking or brokerage 


SIOUNOE ch cee ccc sdeacscewoeeebeleclacemesbeconeceuecce 


Securities loaned (customers! SeCurities)...-...eeeesy 


Securities failed to receive (customers '" ‘securities).’.. ' 


Customers' security accounts: 


Cash Gi ek 


Secured MOONE, ood bud oe hha bdcacckesiseseocnkcns 
Credit balances with open contractual commitments..... 
Free credit balances. 


‘eee OOOO ee eee eee eeeeHe ree Bene 


Equities in'customers' non-regulated commodity accounts: 


Accounts with open ContractS.....sccsscencecrceers 

Free credit MOIANOON oo i see 
Equities in brokers non-regulated accounts......; vee 
Cash collateral for — demand notes of 

partners 

General ee 

Limited and special PEPER sees seseseees 
All other money liabilities: 


Subscription and exchange BOCOUNt. .ses'eeesee reed Geene  ¢ 


Unclaimed dividends and interest payable......... 
COMMLSSIONS DAVEDLGs sc ci secdeceiccdscuscroccecsencvce 
Federal dividend taxes withheld at source,.....4..0.+. 
Social security, withholding, and other payroll 
taxos payable... 
Accrued compensation...ccrccsecccceses 
Accrued interest payable (bank loans)... 
Accrued state and city taxes payable........... 
Miscellaneous accounts payable (including other 
MORIN GRRONNR icc i kd ceoccueunbocasscasiudebacs 
Drafts with securities attached deposited for 
immediate credit...... 


eeeeeeere 


eee ee ee ee ee 


eee” 


$675,000. 
18,000 


+ 
ee ee ee ey 


¢ 


$167 ,389,000 


- §9,000 
42 ,346 ,000 


_ 38,786,000 
20,758,000 


21,587,000 


+: 7 405,000 
"4S ,810 000 


2, 668, 000 
-'25177/000 
8,000 


" 69,000" 


3,616,000 
468 ,000 
- 12,000 


44S ,000 
2,051,000 
1,256 ,000 

. 3,000 


4,785 ,000 


"4,943,000 
TOTAL AGGREGATE INDEBTEDNESS........, $356,364,000 


753,000 - 


we 
‘ig 


FRANCIS |. dUPONT & CO. 1: iia tics, i bli 


MEMDERS NEW YORK STOCK EXCHANAK TELEPHONE (212) 414-2009 


CAPITAL TO BE ADDED BY DECEMBER 10, 1969 


. 
. . 


We expect to add an additional $1,000,000 in cash to 
Partnership Capital by Decembar:10, 1969, from the sale 


.. of leasehold improvements to Wall Street Leasing 


Corporation, a wholly owneé subsidiary corporation. 
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HASKINS & SELLS * 


CEATIFICD PUDLIEC ACCOUNTANTS 


Two ORCAQWAY 
NEW YORK, 19094 i 


a” 


December 5S, 1969 


‘Prancis I. duPont & Co., 
One Wall Street. 
New York, New York 10005. 


Attention of Mr. Edmond duPont, 
» Partner. 


Dear me 


‘We have examined the Statement of Pinancial Condition 
of Francis tT. &” and Co. as of September 28, 1969 and have 
rendered our opi dated November 26, 1969 thereon. ' 


The eheoctiaeons other assets shown in the afore- 
mentioned Statement of Condition amounting to $2,211,000 has ° 
been reduced by a valuation reserve in the emount of $4,600, o00 
which was provited by a charge against net worth. 


At your ‘request ve have examined the records of cash 
and securities received subsequent to September 28, 1969 and . 
observed that during such subsequent period additional cash and 
' securities aggregating $6,668,000 were received: of which 
$2,106,000 represented additional borrowings subcrdinated to 
all claims of general creditors and $4.762,000 represented 
additional contributions of: ongtens, by genera apatites 


Yours very ‘truly 
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HASKINS &@ SELLS _ . 


C YY { 
me se ae e fh ¢ ( tf \ 
; , : 4 CERT OIED PUBLIC ACEH TANTS oe 16h ay ba 
i / f TWO BROADWAY 


NEW YORK 10004 
November 26, 19869 


Francis I. duPont & Co. 5 
; One Wall Street, 
. New York, New York 1000S. 


Dear Sirs: 


We bave examined the Answers to Financfel Questionnaire 
of Francis I. duPont & Co. as of September 28, 1969, and have 
rendered our report of this date thereon. As @ part of our 
examingtion we mede a review of the Firm's eccounting system, — 
internal eccounting control, and the procedures for safeguarding 
Securities, ead performed such tests therecf for the period since 


the date ox our lest examination as we consicered necessary in 
the circumstances. ‘ 


Although our examination would not necessarily have i 
disclosed all neterial inadequacies in the accounting system, k 
internal accounting control, and procedures for safeguarding ae \ 
securities during the period under review, it did disclose 
certain conditions which in our opinion constitute material 
inadequacies in these respects. These conditions, with an 
indication of any corrective action which we understand has 
been taken or proposed by the Pirm, are commented on below. 


This supplementary report is being furnished for 
filing with the New York Stock Exchange, and the Securities and 
. Exchange Commission. The report is to be deemed confidential 
by the Comnission pursuent to Rule 17 4-5(b)(3). 
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Froncis I. duPont & Co. . November 26, 1969 


COMMENTS ON CONDITIONS 


As indicated in the above-mentioned Answers to Financial 
Questionnaire, the security count differences shown in 
Question 13’are substantial. Since the stock record 
is balanced daily, this appears to be the result of a 
weakness in controls providing for accurate movement of 

' sscurities with the corresponding entries for such 
movement. ae 


We have been informed that a progrem has been initiated 
for the formation of e "Count Difference Reconciliation 
Group". This group will be responsible for reconciling 
and controlling differences erising from intemal 
security counts which will be performed to determine on 
a timely basis the errors in movements of securities. 
‘This program 1s to te implemented during 1970. 


In eddition, the Respondent is in the process of instituting 
revising procedures for trensferring stock into customer - 
name. Such procedures will provide for an account oxec- 
utive review of cpen transfer instructions, which in the 
opinion of Ressondent, will greetly reduce count differ- 
ences originating in the transfer area. : 


Controls over the processing of edjusting and correcting 
journal entries aprear inadequate-in that they do not 
provide for the timely correction of errors. ‘ 


We have been advised thet each department involved will 
receive daily listings of journal entries and will check 
such listings to ensure that the adjusting and correcting 
journal entries affecting that department have been 
properly recorded. . i ‘ : 


The Respondent prepares dividend proof sheets for each 
dividend paying security on the dividend record date. 
There appears to be a weakness in control over the follow- 
up of under and overpayments arising from securities 


° 
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Francis I. duPont & Co. November 26, 1959 


in fail-to-receive, fail-to-deliver, and transfer which 
are in doubt as to registered owner. 


We understand that the following steps have been or will 
be taken by the Respondent in the dividend erea: 


a. Stock dividends declared on securities in fail-to- 
receive or fail-to-deliver on dividend record 
date are now being added to the cutstending feil 
detail records to clearly indicate the dividends 
relating to open items in "fail" accounts end 
facilitate the collection of the dividends 
simultaneous with the clearance of the fail. 


The above-mentioned revised procedures relating to 
transferring stock into customer nare will help 
identify registered owner of securities in transfer. 


Certain changes have been made in the supervision. of 
the dividend department to ensure adherence to 
present control procedures. © 


ad. Additional employees are being added in the dividend 
department to provide for timely follow-up of 
problems. : : 


The dividend subsidiary record had not been reconciled to 
the general ledger control balances, with the exception . 
of amounts receivible from paying egents. 


The. Respondent is of the opinion that with the increase in 
personnel in the dividend department the dividend sub- 
gidiary record will now be reconciled to the general 
ledger control account on a timely besis. 


The aforementioned Answers to Financial Questionnaire 
reflects substantial amounts of customers! fully paid 
securities not segregated in Question 6. This appcers 
to be a result of a weakness in the controls providing 
for the timely issuance and release of segregation 
instructions. : : 
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Francis I. duPont & Co. Novemter 26, 1965 


ae 


The present procedures and programs automatically issue 
instructions to segregate on a periodic basis securities 
long in cash eccounts for which payment has not teen 
received. The Respondent has advised that the computer ° 
progrem which is currently being utilized for such esuto- 
matic segregution is being reviewed with the objective 
of making the segregation of securities more accurate 
and timely. 


Yours very truly, 
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HASKINS & SELLS 


CEATIFNED PUBLIC ACCOUNTANTS 
TWO BROADWAY 


NEW YORK 10004 


Novevber 25, 1970 


bd is Cees at ea eiaone en enk = + cemeaange 
-. ——. 


#. I. duPont, Glore Forgan & Co., 
One Wall Street, 
New York, New York 10005. 


Dear Sirs: 


We have examined the Answers to Financial Questionnaire 
of F. I. duPont, Glore Forgan & Co. as of September 27, 1970, and 
have rendered our report of this date thereon. As a part of our 
examination we made a review of the Firm's accounting system, 
internal accounting control, and the procedures for safeguarding 
securities, and performed such tests thereof for the period since 
the date of our last examination as we considered necessary in 
the circumstances. 


Aithough our examination would not necessarily have 
disclosed all material inadequacies in the accounting system, 
internal accounting control, and procedures for safeguarding 
securities during the period under review, it did disclose 
certain conditions which in our opinion constitute material 
inadequacies in these respects. These conditions, with an 
indication of any corrective action which we understand has 
been taken or proposed by the Firm, are commented on below. 


This supplementary report i+ being furnished for 
filing with the New York Stock Exchange, and the Securities and 
Exchange Commission. The report is to be deemed confidential 
by the Commission pursuant to Rule 17a-5(b)(3). 
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wih F. I. duPont, Glore Forgan & Co. November 25, 1970 


1.) The aforementioned Answers to Financial Questiomatre re- 
flects substantial amounts of security count differences 
in Question 13. Although most of these differences were 
discovered in 1970, many anpear to have originated in 1969 
as @ result of inadequate controls over securities in 
transfer in 1969. Such 1969 items were represented by 

“> open crensfer instructions in 1969 and were not identified 
as differences until 1970 when_procedural changes were 
mate-s1 the transfer department, controls improved and old 
open units in trensfer moved to difference accounts. 


In. 1970 there was inadequate follow-up and research of the 
above-mentioned differences and very small amounts resolved. 


Subsequent to the 1969 audit there were only limited “house 
counts" to detect errors on 4 current basis. The stook 
recoré appears to have been balanced daily on a timely 
basis; however, controls to ensure the accurate movement 
lot securities with the corresponding stock record entries 
idid not appear adequate. Differences arising due to this 
ane can be detected only through "house counts", 


The Respondent has advised that: 


a.) There is a team of approximately 75 people presently 
researching count differences and that this team 
will remain signed until completion of the task. 
There is also a seven man team auditing and re- 
searching differences which are uncovered as a 
result of dividend takeoff counts. This includes 
almost all active securities. 


bd.) In compliance with NYSE Rule 440, counts have been 
scheduled for all stock positions during the week 
ending February 27, and all bond positions during 
the week ending March 6. During the week ending 
January 20, counts have been scheduled for approx~ 
imately 5% of security positions in order to make 
sure that the planning for our full counts is ade- 
quate. 


2.) The reconcilements of bank balances with the related book 
balances were not performed on a current basis and dis- 
closed many reconciling items which had not been followed 
to a satisfactory conclusion. Such amounts remained un-~ 
adjusted for extended periods of time. ~—_ 


' PF. I. duPont, Glore Forgan & Co. November 25, 1970 


The Respondent has advised that: 


&.) The bank reconciliation section has been reorganized 
and the staff performing reconciliations increased 
from 16 to 21. Emphasis has been directed toward 
research efforts on reconciling items including a 
continual update of statistics on such items. 


b.) An on-line computer system has been installed to pre- 
balance branch cash entries. The successful imple- 
mentation of this system will improve the reconcilia- 
tion process. 


c.) The procedures and system for processing "machine" 
reconciliation bank accounts are under s 
provide more time 


3.) Controls over the processing of stock. record adjusting and 
correcting journal entries appears inadequate in that they 
do not provide for adequate controls to avoid duplication 
or accurate processing on a timely basis. 


The Respondent has advised that: 


Controls are being implemented over our correcting journal 
entries. This control will be exercised by an internal 
control group, together with those individuals responsible 
for the contra side of journal entries. The procedure 
requires approval for both sides of all Journals, before 
. Processing, as well as procedures for resolving and 

‘quickly processing disputed entries. Completion of this 
procedure is scheduled for February 15th. A comprehen- 
sive program is being written to support such controls 
by computer information and analysis. This is scheduled 
for completion on March 15th. 


4.) The aforementioned Answers to Financial Questionnaire reflects 
substantial amounts of customers unsecured, partly secured 
and undermargined accounts in Question 6. ‘This appears to 
.be largely the result of a weakness in the timely review of 
these acccunts by the credit department, and the timely 
preparation and processing of adjusting and correcting —.- 
Journal entries. 
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Pr i F. I. duPont, Clore Forgan & Co. November 25, 1970 


The Respondent has advised that: 


&.) On December 1, 1970 @ new national credit manager 

_ WAS @ppointed with the responsibility of organi zing 

the credit department in such a manner that the un- 
' Satisfactory conditions in this department be 

brought under control and steps taken to eliminate 
the causes. Certain additional changes in the line 
management of the credit department have been made 
whick should also strengthen controls in this area. 


b.) A management controls group has been established 
whick has the direct responsibility of developing 
end analyzing management reports on @ regular basis. 
This group also will have the responsibility of per- 
forming intra departmental compliance audits which 
Will highlight any deficiencies in the credit 
department, branch offices or account executives. 


c.) In order to alert management to accounts that fall 
into the unsecured Classification, the data pro- 
cessing department is developing a weekly summary 
which will include all unsecured debit balances and 
valued unsecured short positions. 


special group has also been established to research 
and document all existing unsecured items that pre- 
date the 1970 audit. The target date for the com- 

" pletion of this project is March 1, 1971. The 
correction entries are verified and processed 
inmeciately and collection procedures are initiated 
through a series of collection letters. Unsecured 
items which prove to be of a legal nature will be 
removed from our general customer account structure 
and set up in a special ledger for control Purposes. 


S.) The procedures and computer programs used in generating 
segregation instructions are deficient in that excessive 
Segregation requirements are created. One of the more 
significant deficiencies Sppears to be the result of com- 
puter progrems which provide for segregation instructions 
to be automatically issued for all securities in customer 
accounts for which no price appears on the computer price 
tape, regardless of whether or not such securities are 
“paid for". The computer price tape does not include a 
number of securities, particularly bonds; therefore . 
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Fd, F. I. duPont, Glore Forgan & Co. November 25, 1970 


S.) (Continced) 


| unnecessary Segregation instructions are issued. The un- 
‘ | necessary segregation instructions which could not be 

‘ execuzed by the cashiering department eppeared to be a 

; mejor cause of the large amounts shown in the answer to 

| Question 6(g), "securities paid for but not segregated", 


The Reszondent has advised thet t 
use was initially developed in 
there were many changes affecti 
exterzal) some of which were no 
in the system. On a Fim 
securities segregated is 
incorrect securities are Further, the require- 
ssive. The segre- 
wed with management advisory 
' persoznel of Haskins & Sells and certain systems tests vere 
desig-ed to determine what procedural changes were necessery 
to correct the deficiencies. The results of these tests 
indicate that with the implementation of certain basic 
changes, these problems can be solved. 


a.) Prior to the time of the tests, certain marginable 
securities were not priced -. primarily bonde and 
certain over-the-counter securities. As @ result 
certain of these securities which should have been 
made available for bank loan or brokers stock loan 

- were in fact not made available. Complete pricing 
On a weekly basis will be implemented as of January 31. 


b.) o supplement the daily segregation report, a new re- 
port will be generated effective February 15, which 
will summarize by security the total usable margin 
securities in margin accounts and the corresponding 
amounts of those securities in bank and broker loans, 
This report will provide a method to ascertain on a 
daily basis that only usable margin securities are 
used in bank and broker loans. This method will 
considerably reduce the necessity of substituting 
securities in bank loans. 


Yours very truly, 
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NEW. YORK STOCK EXCHANGE 


DEPARTII:NT OF MEVNBER PIRMS 


; iT, 
TO: The Advisory Comnittee pate $~ 
FROM: Department of Member Firms . BAR hee 
SUBJECT: Francis-I. Du Pont & Co. - Possible Violation of 
; Fxchannge Rule 325 (Supital Reoulrements ) 


Problem 


Did Francis I. Du Pont & Co. violate Exchange Rule 325 
(Capital Requirements) on June 30, July 30 and September 26, 
1969? Was there a continuing violation of this rule from June 30, 
1969, until approximately December 2l, 1969? es 


Background 


Exchange Rule 325 (Capital Requirements) states that | 
a member organization doing a general business with the public : 
shall not permit its Aggregate Indebtedness ‘to excced 2009 per 
centum of its Net Capital during the usdinnes aimee of business. 

Francis ‘: Du Pont & Co. docs business directly with 
the public and is theretere subject to the above mentioned rule. 


Francis Zt. Du Pont & Co. has been a member organization 
nnee 1931. 


‘On April 10, 1969, the firm was censured before the _ 


Porrd of Governors and fined $10,000 Lor violation of Exchange 
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Rule 440 and SEC Rule i7a-3. The violation consisted of failure 
to maintain current ard accurate books and records over what 
appeared to be an inordinate length of time. 

On January 20, 1970, the Advisory Committce determined 
that Francis I. Du Pont & Co. and certain of its present partners 
' and a former partner did violate Article X1V Section 1, that the 
firm did violate Rule 401, and that certain of the firn's present 
partners and a former partner did viclate Rule 342. On February 
5, 1970, the Board determined that the firm should be fined $50,000 
and censured and that the partners involved be fined a total of 
$60,000 (a $10,000 tine was remitted) and censured. 

The firm has not nawetenets been: charged with violation 


of Rule 325 (Capital Requirements). 


Violation and Cause r 
A visit to the firm by Exchange examiners commencing 

on July 16, 1969, and ending on September 17, 1969, disclosed that. 

the firm's response to a Snecial Tinencial Onestlonnatre van of 

June 26. 1969, was in ugreement with the books and records of the 

firm except for the following: 


(1) Customers’ unsecured accounts with debits of 


$2,545,839 and short scecuritics values o£ $1,044,200 were not reported, 


(2) Short market value of non-currept dividends in the 


awount of $1,989,981 were not reported. 


ART CRO TE AER TG Ra AE ESE A rR CC 
2A AEE RI RO RE A REE I RE ROR REE nO Le Tce 


-- 
% 


(3) -~Non-current cash dividends in the 1ount of 
$1,017,309 were not reported. ! 
(4) A loss in the redemption of U.S. Treasury Bills 
was understated by the amount of $98, 357. 
The capital position of the firm as of June 30, 1969, 
OF determined after giving effcet to the above stated enentions 
was as follows: 


Aggregate Indebtedness $44115739 866 
Net Worth 62, 


O88? aos 
Net Capital Required 2 993 


Net Capital } 19,230,297 
Net Capital Deficiency 13050, 
Ratlo (2000% maximum allowed) 2298 


2298% 
Proprietary Positions 189,497,000 


During the course cf the visit, the Exchange examiners 
also rev 4d the firm's computation of its canital position as 
of July £., 1969. After Giving effect to certain adjustments, 
‘ine luding unsccured customers' accounts and hon-current dividends, 


the following capital position was determined: | 


Ageregate Indebtedness $382 ,619,753 
Net Capital Required 19,130,987 


Net Capital 17, 5/16, 389 
Net Capital Deficiency . 1,584,593 
Ratio 2181 


The audited answers to a Regular Financial Questionnaire 


a5 of September 28, 1969, were reccived by the Exchange on 
Rovember 26, 1060, Anrilysin of these answers diselosed the follow- ; 


. ing: a Senne 


Agercgate Indebtedness #3539783 +929 
Net. Worth 

Net Capital Required 
Net Capital 

Net Capital Deficiency 
Ratio : 
Proprictary Positions é 189,140,060 


ars 


These violations of Rule 325 (capital Requirements ) 
were not corrected until approximately December 24, 1969, when 
receipts of additional capital together with security positions 
Jiquidations resulted in the firm's arriving at a capital position 
that met the requirements of Rule 325. 

The most recent computation sutmitted by the firm shows 


its cavital position as of Junuary 22. 1570. to be as follows: 


Aggregate Indebtedness | '  $316,049,000 
Net Worth 68,047,000 


Net Capital 175738 ,000 
1782% 


> ? 


Ratio 2a 
Proprietary Positions 99, 567,000 


None of the capital positions shown ‘above contain any 
charge or provision for vnlosnted short. securitics which at the - 
auwilt date amounted to imuresentely £0 ,050,000. 

' The firm has submitted a plan that calls for its 
reaching a capital ratio below 14.90% in a four-to-six month period. 
‘This will be accomplished by a voubinatlon of additional capital: . 
wal resolution of book dLiPferciies, Old tudla, ets. that eanne 
anphtal ahkerges. The Clrmtsa pre wreds under its flan is reviewed 
Glerely by the Yxhauge ebay, | 
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Gpoerations Questimr:ags res, 


Question for Discussion - 


Did Frenzis I. Du Pont & Co. violate Exchange Rule 325 - 


(Capital Requirements) specifically on June 30, July 30 and 
Septemoer 28, 1969, and continuing until approximately Decomber 24, 
19697 ; 


a “Pl. Ex. 124, pp. 473a-4763, 


ey a Se 


NEW YORK STOCK EXCHANGE. | om ¢_ 17-74 


- Lien 
DEPARTMENT OF MEMBER FIRMS , ee a a 

; j : , : ce February 13, 1969 

CF TO: Advisory Committee 


FROM: ~ Department of Member Firms 


SUBJECT: Francis {. duPent & Co. - Possib 


le Violations of Exchange 
Rule 440 and SEC Rule 17a-3 
Ee Rute t/a-3 
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on . Problem 
Did Francis I. DuPont & Co. violate Exchange Rule 440 


and Securities. and Exchange Ccommission Rule 17a-3 by failing to ; 


maintain ..rtain records on a current and accurate basis. 
. wee ae Background 
oe | Exchange Rule 446 requires member organizations trans-— 
acting business directly aha the public to make and preserve the 
records prescribed by Rules 17a-3 and 17a-4 of the Securities — 
_ Exchange Commission. SEC Rule lja-3 provides that the records 
required teeeundas te. maintained on a current and accurate basis. 
: Francis I. DuPont & Co. does Bisndiees directly with the 
_ publie and is therefore subject to the above-mentioned rules. 
ae Deficiencies in Records of Francis I. DuPont & Co. 
Francis I. DuPont & Co. ‘firet filed answers to a Special | 
" Sectetinde: Questionnaire as of March 22, 1968. These answers 
indicated that the firm was no* in coitrol of certain parts of its 
records. Of particular concern were 2130 Suspense items’ and signi. 
ficant short stock record differences ‘and short non-c: went dividend Wet 


Wit, 


‘peiia The Exchange immediately imposed restrictions on the firms 
operations and the a in addition, self-imposed further restrictions. 
The firm filed answers to another Special Operations Ques- 
tionnaire at the end of April and May 1968 and thereafter, in lieu 
i of such answers , filed a semi-monthly. "short form" report showing the. 
current status of the three critical areas of operations previously 


referred to. 


.On September 24, 1968, the Exchange reimposed and increased 


‘the restrictions on the firm since it was apparent from review of the 
audited answers to a timuntal amekeennatne as of June 30, 1968, 

~ current Fail Reports (MF-6) and the short form operations report that . 
the firm was not making the desired improvement in the critical opera- 
tions areas. : | 

The restrictions tienen hy the Exchange were ‘rescinded 
January 9, 1969. els ; : 

Attached hereto, as Exhibit A, is a auRRY. of the suspense : 
accounts, the stock record differences and the security count differ- 

“ences (developed by audit of —— 30, 1968) as they were maperted by 
the firm in answers to various operations questionnaires.. 

Also attached hereto, as Exhibit B, is a schedule showing | 
the differences that existed,’ at times, ‘ane the total of details 
in varivus accounts and balances in the related control accounts. 

Question - : 
Did Francis I. duPont & Co. violate Exchange Rule 440 and 


SEC Rule 17a-3 in failing to maintain current and accurate records? 
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FRANCIS |. dUPONT & CO. ities eo ae ube 


MEMBERS NEW YORK STOCK EXCHANGE TELEPHONE. (212) 344-2000 


February 28, 1969 


Mr. Robert M. Bishop, Vice President 
Department uf Member Firms 

New York Stuck Exchange 

11 Wall Street 

New York, New York 10005 


Dear Mr. Bishop: 


We appreciate the opportunity to respond to your ; 
- letter of February 14, 1969 and to comment on the factual accu=- 
racy of the memorandum which will be presented to the Advisory 
Committee of the Board of Governors for its eee 
Since the information eshtatnmi in the Exhibit 
attached to the memorandum to be submitted to the Advisory 
Committee is based upon information submitted by us on question- . 
naires as weil as our 1968 annual audit we concur in its accu- 
racy. this record is by no means comparable to the’ standard 
cf operations procedures that our firm has always endeavored 
to maintain. Also, we respectfully submit that the series of 
operational problems, the first cf any major consequence in 
our thirty-six year history as a member firm, resulted from 
- @ series of circumstances for some of which we were respon= 
' sible. ‘However, major contributing factors were directly 
associated with and a part of the broad problems that con- 


fronted the entire industry, especially those firms rendering 
service to the non-institutional investor. 


So that the Bahan Committee will realize 
that our firm was not sitting idly by and doing nothing to 
_30pe with problem areas that developed because of the con- 
stantly high volume of business, we feel that our previous 
correspondence with your office under dates of April 25, 1968 
and September 30, 1968, copies of which are attached, should 
be made available to the Committee for its perusal. It should 
be noted that the exhibits referred to in the September 30th 
letter are not included but are available in your files should 
any member of the Advisory Committee desire to examine them. 
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The following are brief comments on the present 
Status of several phases of our operation that are also re- 
ferred to in our letters to the Exchange as mentioned above: 


Number of Registered Representatives -— 1,662. 


——— 


Orerations Personnel —- 3,037. 
erin mete tater tectenlpeceasaonene 


Operations Employee Training Program ~ Our firm has continued 
to develop anc expand its training program for developing 


qualified operations personnel and classes are being conducted 
in all phases of the operations of our firm. Our staff of in- 
structors, in addition to several long time employees with 
‘substantiai technical knowledge, includes our Sales Training 
Director and his staff. The training of new employees with no 
previous knowledge of operations has been most successful. 
Well trained clerks are now able to perform in a most satis- 
factory manner thereby making an important contribution in 

the handling of the paper work resulting from the heavy volume 
of transactions. In short, the thrust of our training effort 
has been redirected toward operations personnel. 


Registered Representatives - Notwithstanding the fact that our 
firm was relieved of restrictions we have continued a self- 
imposed limitation on the acceptance of applicants for ovr 
Formal Sales Training Program. We have set a limit in the total 
number to be trained in the current year not to exceed our normal 
estimated replacement requirements due to resignations, termina- 
-tions, retirements and deaths of approximately 200. We have 
restricted acceptance of applicants who would be trained on a 
local basis in our various branch offices. Likewise we are 
being exceptionally selective in considering the employment 
of any currently approved Registered Representative of other 
_ firms who may approach us to seek a connection. 


Branch offices — We are eaeiebas our self-imposed policy of 
not actively planning on the opening of new branch offices. 
The only exception to this policy would be the development of 
an especially attractive opportunity to acquire an office in 
a major city. At this writing, however, no such situations 
are under consideration or contemplated. 


Advertising - Notwithstanding the fact that our firm is con- 
sidered to be one of the oldest financial advertisers we are 
taking a very conservative approach in our planning for the 
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coming months to maintain our advertising program on an insti- 
tutional type basis. So far this year we have had only one 
advertisement. It offered to the investing public a copy of 


the first 1969 edition of our publication "Investment Values 
For Today". . 


Volume of Business - Our firm has maintained a reasonably steady 
volume of business subject only to substantial upward fluctua- 
tion when the volume reached peak levels. Since the handling, 
settlement and clearing of listed business has at no time been 
a source of difficulty to us we have endeavored to encourage 
our Registered Representatives to recommend such securities 

for their clients’ consideration. DKs and fails in conjunction 


with listed securities have been a very insignificant source of 
problems. 


Unlisted Securities - Approximately 90% of our total fails < 
deliver and receive - represent transactiéns that were effected 
for customers in unlisted securities. We have taken very direct 
steps to reduce the volume of transactions in unlisted securi-- _ 
ties and have substantially reduced the number of securities in 
which we had been making markets. In retrospect, we realize 
that we did not make such moves early enough and perhaps if 

we had placed restrictions on the types and size of orders we 
would accept for customers a number of months earlier we may 
have alleviated a major portion of our fail problems which in 


turn would have substantially reduced the amount of our paper 
work. 


Fails ~ Fails to deliver as of February 24, 1969 totalled 
$49,500,000. Fails to receive as of the same date totalled 
‘$82,700,900 making a ratio of 1.6 to 1. of fails to receive 
over fails to deliver. We have a sizable department controlling 
our entire fail operation and we are proceeding pursuant to the 
‘ yegulations to aggressively reduce them and maintain them at a 
minimum level for a firm of our size. 


The following are brief comments on the items . 
listed on Exhibit A attached to Advisory Committee report: 


Suspense Accounts ~ The large number of items that appeared 
in the suspense account during 1968 was the result of (1) 
erroneous and duplicate deliveries made to us by other member 
firms, and (2) DKs of deliveries made by us to brokers, 
dealers and banks (for settlement of fails and deliveries 
for-accounts of customers) which were returned too late to 
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be re-entered in our fail to deliver account or the account of 
the customer. This placed a substantial burden upon the exist- 
ing staff which was endeavoring to handle current business as 
well as to research and correct what had been booked into the 
Suspense account pending investigation and final clearance. 


Difference Accounts - Due to the loss of certain key personnel 
by death or retirement it became necessary for us to temporarily 
reduce the number of cycle security counts regularly provided 
for in our procedures. As a result when we had the complete 
security count in conjunction with our June 30, 1968 audit a 
substantial number of differences was revealed. All such differ- 
ences have been rectified. We have reinstated our regular 
schedule of cycle counts. ; 


Stock Record Differences — All differences revealed by the 1968 
annual audit have been researched and rectified. 


Senior management of our firm has been deeply in- 
volved in the problems of our Operations Department .and has taken 
an active participation in directing and supervising critical 
areas. This has not been so-called "absentee" involvement but 
instead Partners of the firm have been participating in the 
operations areas not only on a daily basis but on innumerable 
Saturdays, Sundays and holidays as well. our firm has constantly 
planned ahead and while the record of 1968 is a source of em 
barrassment to us we feel certain that all that has been accomplish= 
ed to date cannot help but place us in a position to be able to 
cope with future business without any major problem areas. 


To further indicate the stress that our firm has 
placed upon operational efficiency our annual Conference of 
Branch Managers which will be held in New York from May lst 

to 3rd inclusive will deal exclusively with current operational 
problems, what the firm is doing about them, how the Managers 
can assist at the branch level through elimination of errors 

at the point of origin of orders, all aimed at improving 

service rendered to the investing public. In addition, there 
will be an in depth presentation and discussion of our eventual 
complete transition to a Third Generation Computer Program, the 
first portion of which is scheduled to become effective on : 
June 2, 1969. It should be of interest to realize that notwith- ; 
' standing the fact that Branch Managers are highly sales motivated 

there will be no portion of the Conference agenda allocated to 

any business development or sales techniques. Representatives 

of several of the regulatory agencies have accepted our 
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invitation to attend certain portions of the Conference. They 
have indicated a keen interest in the agenda for our Conference 
and have agreed to express their points of view on the subject 
that is as important to their organizations as it is to ours, 


namely efficient operations now and Planning ahead for the 
future. 


It is our hope that we will be in a position to 
continue to offer our guidance to the investing public in ful-. 
fillment of the Exchange's hallmark of "Own Your Share of 
American Business" by being able to equitably serve large and 
small investors without having to consider the question of the 
desirability of one type of account from an economic point of 


view and its effect on the capacity of our Operations Depart- 
ment. Pe : 


In conclusion we maintain that we were at all 
times during 1968 aware of the problem areas -in our Operations 


Department. At no time did we permit any of the areas to reach 
@ position where they could have been considered as being com- 
pletely out of our control and thus endanger our customers. We 
instituted new procedures, expended substantial sums on new 
equipment, and recruited highly qualified personnel to alleviate 
our problem areas. We are confident that our present system of 
management controls will insure maintenance of our records on 


an accurate and current basis in full compliance with existing 
Rules and Reculations. 


Respectfully submitted, 


Charles Moran, 
Managing Partn 


At ARENA ANN ANT RCRNRARTIS WA o * 2 H HNR 
Said teentadeeiaad ven 
ETRE ASAP A AINE EE CREME MMI NS SRC RR 


| 
|i 
| 
| 
| 
| 


; , Pl. Ex. 128 be 
(* 483a “Ee 
NEW YORK STOCK EXCHANGE I, 
1f WALL STREET 
NEW YORK, N. Y. 10008 
Ss. ie GAIE $= 7 7- 7/ 


ba Ass'n Pe 


April 10, 1969 


Mr. Irving M. Pollack, Director 
Division of Trading ind Markets 
Securitics ean? Inchsnc2 Co:zaiscioa 
509 North Capitol Streat, H.W. 
Washington, D. C. 20549 


Dear Mr. Pollack: 


This is to advise you of discinlinary action 
recently talzen by the Advisory Comzittce of tha Board 
of Sovernors ezainst Francis I, du Pont & Co. 


On the basis of information reflected in 
ansviers to Special Cperations Cusstionnaires subzitted 
by Francis I, cu Pent & Co. it was Ipparent the 
differca 
tae iiss 
nunerous sus; 
diffcrenees end noncurrent dividend iterzs cand that sone 
of these conditions persisted for what scened to be an 
inordinate lersth of time, P 


Gn the basis of the forcezoing, the Comntittee 
cetermined that the firn had violated Exchanza Rule 440 
and SEC Rule 17(a)-3 in failing to maintain current and 
accurate recorcs. Lt was the Co:riittes'’s decision that 
the fira be censured by the Chaircan bcfore the Scard of 
Govemors and fined $10,000. This deetston was imple= — 
mented at the Board meeting ca April 10, 19569, 


The forczoins information is being furnished 
to you on a confidcntial basis, 


‘ 25 Very truly yours, ° 


gee, | rose 


i eel # tied 
/s/ ROPERD i? CESS 
rs Robert M. Bishop 
Vice President 
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OY F_ FRANCIS I. d t , 
_ oO Xae 0 F I u Port & co.) 


April 


g* > 


Represented by: 


Charles Moran, Jr. 
Albert J. Coffey 


Gentlemen: 


The Advisory Gomnittee has considered carefully the charges 
brought against you tor failing to maintain current and accurate 
books and records. Consideration has also been given to your answers 
to these charges, 

The Committee has noted that, when serious differences 
and out of balance conditions developed in your record keeping, 
particuiorly in regard to numerous Suspense items and significant 
stock record differences and noncurrent dividend items, some of 
these conditions persisted for what appears to be an inordinate 
length of time, 

The Rules of the Exchange, as well as those of the Securities 
and Exchange Commission relative to the maintenance of current and 
accurate books and records are designed to set forth the minimum 
Standards expected of members in this area. Failure to abide bv these 


Tules may very well work to the detriment of the investing public and 
4 
cannot be condoned. 


The Advisory Committee has found you evilty of ‘violation 
of Exchange Rule 440 and SEC Rule 17(4)-3. It has been determined 
that you be censured before the Board of Governors and that your 
firm be fined in the amount of $10,000. 


I, as Chairman, do so censure your firm. 

The Board is aware that private proceedings have been 
instituted against your firm by the Seeurities and Exchange Commission. 
The SEC will be notified of this finding and penalty. 

That is all. 
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NEW YORK STOCK EXCHANGE PIC 


MEMORANDUM 


Septczaber 18, 19€9 


A. P. McElroy, D, Steinberg, A. J. Berk, J. 


SUBJECT: & PR. W. Lee 


A. 
B. 
Cc. 


Excminers’ Short Report 


Nezber Organization: Frearcis I. du Pont & Co. 
Dates of Visit: Resin July 16, 1969 End Sept. 17, 1969 


Capital pesitien at questionnaire date, S/F June 30, 1969 
(adjusted): — 


Aggregate Indebdtecness $441,739 , S66 
Net Cepital 19,230,297 
Ratio ee 2 2298% 


Type of Reccrds; nr computer operation meas 
Problem areas, causes and action takens:” 

The capital positioa stated in "C" above results 
primerily threugh a radection of the net capital position 
as dstermincd from enalysis of the answers by amowmets of | 
unsceured custcmers' accounts ond non-current dividends 
not reperted in the answers. : ey 


Applying these same charges to the fira's July 


‘31, 1969 capital vials enc the adjusted Net Capital is — 


as follows: 


Acererate Indebtedness $382,619 ,753 
Net Capital ‘ pe 546, 389: 
Ratio “ 2181% 


to effect has been given in the above computations 
to wnlocated short sccurity differences. While no good 
fisures are available, these differences are known to be > 
material. . - 


Nenr espital has been received curing Isly, Aucust - 


and Septesber, We wore advised by the firm, that several 
millioa dollazs in now capiral has cece Into the fira 


wi 


—— ae 


tince July 31, 1959 Lut the exact details were not available 
to us a» yet, 


The Aueause ahs enital cocrutation is not 


availahle 25 tho oes Vee a not be finclly closed 
a oi gee nachagall ° apt oy: be pres:ptly advise 
Pp y ; 
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NEW YORK STOCK EXCHANGE 


CONFIDENTIAL 
MEMORANDUM DAIE Ses. 7U UL 


_& «.83'n ..eporting Service 


November 26, 1969 


TO: Board of Governors 

FROM: Department cf Member Firms 

SUBJECT: Charges Against Fraucis I. du Pont & Co. 
and certain of its present and former 
pattuers, 4.t., EGuusu uu rout, Cilaries 
B. Moran, Jr., Wallace C. La Tour, Edwin 
B. Peterson, Llewellyn P. Young, Albert J. 

Coffey, Samuel A Gay, for violations of 

New York Stock Exchange Constitution, 
Article 14, Section 10, and Rules 342 
and 401 during the period September l, 


1968, through October 31, 1969.. 


494a 
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CHARGES 


Francis I. du Pont and Co. and certain of its partners, 

i.e., Edmund du Pont, Charles B. Moran, Wallace Cc. La Tour, 
Edwin B. Peterson, Llewellyn P. Young, Albert J. Coffey» 
Samuel A. Gay, by failing to handle properly their customer's 
complaints during the period September 1, 1968 through 
October 31, 1969, caused, in significant part, certain 
actions to be rahien which were adverse to the interests of 
the Exchange and thereby violated the Constitution: Article 


XIV, Section 10. 


Francis I. du Pont and Co. by failing to respond in a timely 


a ‘ 7 tiaw 7 
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1968 through October 31, 1969, acted in contradiction to the 
principles of good practices in the conduct of its business 


affairs and thereby violated Rule 401.- a1 eens TT fa 


Certain partners of Francis I. du Pont and Co., i.e., 

Edmund du Pont, Charles B. Moran, Jr., Wallace C. La Tour 
Edwin B. Peterson, Llewellyn P. Young, Albert J. Coffey» 
Samuel A, Gay failed to establish the necessary proccdurtS 
and exercise the necessary management and supervision t” 
resolve and respond to customers complaints during the ytiod 


September 1, 1968, through October 31, 1969, and therehy 
violated Rule 342, 


mae on Firm O 


Francis I. du Pont has been a member organization since 
1931. The firm conducts its business from its main offices in 
-New York City with 113 branch offices in the United States. and 
foreign countries. The firm employs approximately 1,600 sales 
representatives and 3,400 persons in operational, administrative, 
and executive positions. On the basis of New York Sueck Exchange 
commissions received Pol 1968, du Pont is the third largest member 
firm of the Exchange. 

On March 25,1969, the Board of Governors censured and fined 
the firm $10,000 for violation of Exchange Rule 440 and SEC Rule 17 (a) 
(3) relative to the standards for the maintenance of books aan records 
of the firm. 
II Background Pa : ty en nei Bony a 

From April 1968 to May 1969 the securities industry 
experienced the largest veluae of sales in its history. 

With the extraordinary volume, an increasing number of 
customers of member firms began to complain about a lack of what 
they considered to be acceptable naciihie, Complaints centered on 
the services of record keeping in accounts, stetnnniee: and, 
especially, the transfer and delivery of stock certificates. 

A record number of complaints have been received by 
the SEC ard the Exchange in 1968 and 1969, at least three times 
as many complaints as in prior comparable periods of time. 
Exhibit #1, annexed. Over 80% of these conptatnte received relate 


to operational difficulties in handling customers orders. 


Experience has shown that the regulatory agencies are 
not contacted by customers until they become frustrated from a 
lack of service or response from the firms. For this reason, the 
number of complaints received at the Exchange is relatively smaller 
in comparison with the much larger number received by the firms. 
Complaints to the Exchange are, literally, the top of an ice-berg 
of customer dissatisfaction and only a part of the record of 
ipatiefectery service from the firms. 

Many of the complaints received by the SEC are passed on to 
that agency by members of Congress. The SEC for several years has 
used complaint statistics as a primary indicator of the condition 


of the securities industry and af individual firme. Wi~ine the cummer 


of 1969 when the Exchanges were seeking extension of trading hours, 


the SEC cited continued high complaints as a reason for delaying the 
extension of trading hours, 

that the increased number of complaints is a major reason that it 

is currently seeking extensive additional reporting of operations 
and financial statistics by securities firms and self-regulatory 


agencies, 


III Statement of Facts and Explanation 

The facts of these charges are developed from the record 
of complaints received from du Pont customers by the Exchange, during 
the period September 1, 1968, chrough October 31, 1969. The charge 


relates not only to the number of complaints received from du Pone 
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customers, but, more significantly, to the unreasonably long time 
periods to respond to and resolve customer complaints. 

There were other member firms who during certain periods 
had a comparable number of complaints to du Pont. However, the 
points illustrated below show that those member firms reacted to 
the extraordinary number of customer complaints and established an 
organization and procedures which processed complaints effectively. 
‘Du Pont did not. Even after the strong volume dropped off in the 
second quarter of 1969, du Pont continued to receive the largest 
number of complaints and take ae longest period of time to be 
responsive to customer exmplatate: Instead of improving its 
servicing of complaints, with the relicf from the relatively low 
volume months of July through October, ji Pont's record of re- 


sponding to and resolving of complaints, did not improve. In 


fact, its record of handling complaints is poorer now than earlier 


in the year. 


Du _Pont's Record: 


Du Pont received the highest number of complaints of - 


all member firms during the 14 month period ending October 31, 
1969. With approximately 2.2% of the sales volume of the Exchange, 
du Pont was the subject of 12.5% of customer complaints filed at 
the Exchange, i.e., 630 of the 5,054 complaints were du Pont's. 


—__._-Sea-_Exhibit 2, annexed. 


Notice of the Problem: 


On at least: six occasions in the second half of 1968 
and the first half of 1969, the Vice President in charge of the 
Depar‘ment of Member Firms discussed the unsatisfactory level 
of du Pont's complaints with Charles B, Moran, then managing 
en of the firm. On at least two of these occasions, the 
SEC's concern with complaints against du Pont was stressed, 
In December 1968, the SEC sent investigators to du Pont's 
New York City offices to determine what was being done to improve 
the sciiapiaaia to complaining customers. 
As described above, the Exchange fined du Pont in 
March of 1969 for violation of standards for the maintenance of 
books and records. 
In April 1969, an Exchange office inspector, John M. Ring, 
made a series of visits to du Pont's offices at 1 Wall Street and 
2 Broadway in New York City. He Meeaded Mid. cnenein ok mae 
Exchange for what was an increasing number of customer complaints 
and unreasonable delays in responding to complaints. These remarks 
were directed to Llewellyn P. Young, partner-in-charge of legal 
and compliance, and subordinate members of his staff. 


Thereafter, through October, the Exchange staff through 


at least five different individuals continued to express to the 


partners at dz Pont the concern for the growing number of complaints 
and the number of aged and unresolved complaints on the records of 


the firm, See Exhibit 3, annexed. 


W 
¢: 


Number of Complaints Increased: 
Even with the decreasing sales volume in May 1969, 

du Pont's customers continued to ermplain to the Exchange in the 
second and third quarter of 1969, and through October, | Other firms' 
complaints dropped off. Du Pont's continued at the highest rate. 
In October, du Pont was .. subject of 15.4% of all the complaints 

" xeceived at the Exchange, the highest proportion of all complaints 
received by a member firm in the 14 month perlod. See Exhibit 4, 


. annexed, 


Sud-Standard Handling of Complaints: 


Not only did du Pont receive the highest number of 


‘complaints during this 14 nonth period, its handling of the 


complaints was far below the standards of service of the other 
member firms, 
1) Du Pont has, by far, the greatest number of. .._______ 
aged complaints of all inember firms. From August 
through October 1969, an average of about one-third 
of the Exchange's unresolved complaints 90 days oid 
or older were du Pont's. In the week of October 25h, 
of all the Exchange complaints unresolved after %0 days, 
33.3% were against du Pont; the next poorest performance 
was 5.3%. See Exhibit 5, annexed. (In mid-November, 
du Pont was responsibile for 407% of the aggregate 


nunber of complaints over 90 days old.) 


. 


* 41) At the end of the 14 month period in October, 
du Pont .ad more unresolved complaints than bag! 
other firm. See Exhibit 6, annexed. 
iii) From June 1 to October 31, 1969, du Pont 
required an average of 66 days. to resolve a 
complaint, almost twice ‘as long as the average 
of the other firms. See Exhibit 7, amiexed. 
‘dy). A letter of October 3lst was directed from 
the Exchange to Llewellyn P. Young, compliance and 
legal partner, inquiring of the status of 40 complaints 
which then were more than 69 days old. By November 26th, 
"a’response had been made on only 11. of the list of 40. 


As of this date, 34 of the list of 40 remain unresolved 


“mand are at least 86 days old. Compared to the other 


firms, du Pont's response and reaction to the Exchange's 
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lecter on complaints in unreasonably slow ané is by far 


the poorest of the 32 firms contacted at the same time. 


Relationship With the SEC Made Difficult 

With the extend-d involvement of Cid SEC in th: effairs 
of the Exchange firms in recent months, the fact most often mantioned 
as a primary trouble spot --- as an indication of the poor c#pability 
of the firms to handle their operational problems --- was the record 


of handling customer complaints by du Pont. 


® 


In recent months, when the officers of the Exchange 
attempted to extend tri the conventional five and one half hour 
period the reduced trading day, the SEC would permit only two 
30 minute extensions of the then four hour trading day. Even 
these two extensions were extremely difficult to obtain. The 

" fact most offered as the reason the SEC did not feel that the 
firms were prepared to handle the business resulting from ex- 
_tended hours was the continuing customer complaints and the 
lack of sokmmiedenaase to complaints by the firms. Du Pont's 
poor record of handling complaints was continually referred to 


as a prime example. 


At the present time, the Exchange officers are 


‘attempting to prevent the SEC from imposing a new reporting 
requi.ement related to operational conditions. If the SEC is 
successful, the firms will be required to report quarterly 


‘extensive operational and firancial data to the Commission through 77 
the Exchange. This would be prepared on a monolithic basis - 

regardless of the systems and definition utilized by the firms at 
present, It would represent for all firms a significant addtcional 
burden, and -for many a chauge in overational and accounti » procedures, 
The SEC staff continually states that this is necessary because of 

the kind of ceciienl they had observed in the firms back offices, 
especially like that of du Pont's inability to have control of 


orders, basic record-keeping, and accounting as evidenced bv the 


firm's inability to respond to customer complaines without unreasonable 


Pol nett te moe 
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Violations: Section 10, Article XIV of the Constitution; 


Rule 401; Rule 342 
Du Port was on notice that it was having a complaints 
problem as early as the fourth quarter of 1968. 
Both the SEC and the Exchange had contakeed the firm's 
* partners to advise them of their concern about improper procedures 
to resolve complaints. 
Even after repeated reference to the problems, by the 
Exchange staff from April through October 1969, the resolution of 
complaints did not improve; i many ways it deteriorated. 
Du Pont at the end of October 1969 had 148 open complaints; 
‘the nearest firm total of all Exchange firms was 57 open complaints. 
Thirty-three percent of the Exchange's open complaints at the end. 
‘of October 1969, which were over 90 days old and unresolved were 
du Pont's; the next Poorest performance by a firm was 5.3%. 
[| the Glee menche: Econ dana dee. ‘through October 31st, 
it took du Pont an average of over two months to resolve customer 
complaints --- 66 days --- from the date the complaint was opened 
at the Exchange, until the matter was resolved, Thie was 60% longer 
than the firm with the next poorest performance, and approximately 
76% longer than the average of firms of comparable wien end with a 


comparable number of complaints. 


Saag" ea 
S eu 
A. Constitution Article XIV Section 10 
The Exchange has not been permitted by the SEC to extend 
the reduced trading hours to the conventional five and one-half 
hour day due to the reputation of the Exchange's firms to be 
dncauabie of handling increased business. Even to increase from 
_ four to five hours required continual advocacy by the Exchange 
staff to the SEC; this resulted in several weeks' delay of extending 
trading hours. Additional reporting of operat ional and financial 
_data, direct to the SEC, may be required in the near future. 
One of the primary facts offered continually by the 
SEC to justify this kind of regulation sind to illustrcste its 
. view by the industry, was du Pont's inability to conduct its 
eepet len eltin leslie aid lu ‘alas tis aGSpuusivaiciy aud in a 
timely manner, its peimeciriesiin? complaints. 
ue Such inability of du Pont and the parties named in these 
-- charges may constitute a pattern of conduct which is eisacty ames 8 
detrimental to the interests and welfare of the Exchange and its 
member firms in violation of Section 10 of Article XIV. 
B. Rule 401 


A customer who has not been extended complete and 


accurate services with his investments is deserving of prompt and 


professional corrective reaction from the member firms. Complaining 
du Pont customers, who have had to turn to the Exchange for help to 


resolve their issucs, have not been afforded this kind of relationship. 


504a 
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Francis I. du Pont and Co., as a member fir, violated the 


principles of good business Practice in the securities dodging 
by failing to make timely resolution of customer complaints, 
Such actions raise the question of a violation of 


Rule 401. 


"C. Rule 342 
Rule 342 requires that the pibetaeacae of a firm delegate 

responsibility for the conduct of its business to qualified individuals 
and at each level of managemenr establish a system of review to make 
sure that these responsibilities are being carried out, 

The principal persons responsible for delegation and 
ime ennerviaeian in eomnlatinte at dw Pant durine the naet vear 
‘were: Edmond du Pont, senior Partner whose financial interest 
gives him final authority of the firm; Charles B. Moran, Jr., 
_ managing partner until September il, _1969 _and now a limited | Partner; 
Wallace C. La Tour who suc; eeded Mr. Moran in ee 1969; 
Edwin B, Peterson, partner responsible for administration, who 
reported to Mr. Moran 2nd to whom in turn Mr. Young reports; 
Llewellyn P, Young, partner-in-charge of legal and compliance matters; 
Albert J, Coffey, partner-in-charge of operations until May 1969; 
Samuel -A, Gay who succeeded Mr. Coffey in June 1969. Ail are currently 
partners of the firm except ‘Mr. Coffey, 

During the peri tod discussed in this mers, du Pone changed 
its management syscem, Intetatiy, a managing portner had several 


partners ‘responsible dene Specific functions ¥evorcing to him, 


per 
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Then the business of the firm was organized under divisions for 
major parts of the business, initially each was under an Associate 
Managing Partner, now there are four eid bortners, each in 


charge of a division, jointly forming an Office of =he Managing x 


a} 


Partner. Mr. La Tour is the senior managing partaer responsible 
for overall enn and control. N 

* Each ‘of the parties named — by his lack of proper 
action or by his unacceptable handling of the cumplaints problems 


of the firm may have violated Rule 342, 


V. Conclusion 
CHARGES 
A. Francis I. du Pont and Co. and certain of its parti ers, i.e., 
- Edmond du Pont, Charles B. Moran, Wallace C. La Tou, Edwin B. Ltt 
Peterson, Llewellyn P. Yousu, Albert J. Coffey, Same? A, was bt 
Z 


ee es em ee eee a 


failed es santos: properly their | customer! Ss complaints during 
da the period Seabees 1, 1968 through October 31, 1969, caused, 
L. ae significant part, certain actions to be taken which were 
adverse to the interests of the yechonar and thereby violated 
the Consitituion: Article XIV, Sectior 16. (Charge #1) 
B, Francis I. du Pont and Co. failed to respond in a timely fashion 
to customers complaints during the period ciseoteus 1, 1968 


through October 31, 1969, acted in contradiction to the principles 


of good practices in the conduct of its business affair and 


thereby violated Rule 401, 


(Charge #2) 


4 
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Certain partners of Francis I. du Pont and Co., f.e., 


Edmund du Pont, Charles B, Moran, Jr., Wallace C. La Tour, 


Edwin B. Peterson, Llewellyn P, Young, Albert J. Coffey, 


Samuel A, Gay failed to establish the necessary procedures 
and exercise the necessary management poe supervision to 
resolve and respond to customers complaints during the period 
September 1, 1968, through October 31, 1969, ard thereby 
violated Rule 342, (Charge #3) 


Gr @ 


EXWIBIT 1 


' EXHIBIT 1 


COMPLAINTS TO THE REGULATORY AGENCIES INCREASED MARKEDLY 
DURING THE PERIOD APRIL, 1968 THROUGH MAY, 1969, AND HAS 


ne See eee anna aS SSD, BNNs, Ted 


CONTINUED THROUGH THE THIRD QUARTER 1969. 


*TOTAL 1967 


lst Quarter 1968 
ond Quarter 1968 
3rd Quarter 1968 
4th Quarter 1968 


STOTA L_ 196 8 


lst Quarter 1969 


2nd Quarter 1969 
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3rd Quarter 1969 


*TOTAL thru September 


EXHIBIT 1 


EXHIBIT 2 


-EXHIBIT 2 


* DU PONT WITH 2.2% OF THE EXCHANGE SALES VOLUME. RECEIVED 
12.5% OF THE COMPLAINTS DURING THE PERIOD SEPTEMBER he 
1968. TAHR2OUGH OCTO3ER 31. 1969, THE FIRM HAD Tre HOST 
COMPLAINTS FILED AGAINST IT OF ALL THE FIRMS DURING THAT 
PERIOD, Me 


% of Complaints Received 
duPont and 7 at the Exchange during Total Complaints 
comparale firms the 14 Mo. Period 14 Month Period 
1. Du Pont 12.5% 630 
Firm B 10.2% 514 
Firm C 8.0% 404 
Firm D 6.47% 322 


Firm E oe 42% - 211 


Firm F 3.8% 193 


Firm G ee 57 
Firm H cole |) mae 
All Other Firms 52.8% 


TOTAL 100% 


EXHIBIT 2 


EXHIBIT 3 


FXHIBIT 3 


NOTICE TO DU PONT OF THE PROBLEM 


On at least six occasions between the summer of 1968 and 
the sumner of 1969, the vice-president-in-charge of the 
department of member firms discussed the seriousness of 
duPont's complaints backlog with Charles B. Moran, then 
managing partner. Beginning in December 1968 these 
conversations included discussion of the SEC's emphasis 
on complaints as an indicator of industry and firm 
operational conditions. 


During December of 1968, the SEC sent investigators to 
duPont's New York offices, who contacted the persons 
named in these charges, to determine what was being done 
to correct what appeared to be operational problems and 
to improve the services to complaining customexs3. 


On March 25th, the Board of Governors censured and fined 
the firm $10,000 for violation of the standards for the 
maintenance of booxs and recocus vf ithe isu. ert Ht 
In April of 1969, Exchange office inspector, John M. 

Ring, made a series of visits to duPont's offices at 

1 Wall Street and 2 Broadway in New York City, dis- 

cussing with senior executives the complaint problem, 

the systems instituted to satisfy cemplaints, and the 

nature of the complaints. 


In June, the SEC brought a private proceeding asainst 
duPont for what were allegatic:s of improper handling 
of customer complaints. 


On June 13th, Robert M. Bishop vice-president and 
director of the department of member firms, wrote .to 
Mr. Moran indicating his concern for the number of 
aged conplaints outstanding against duPont. On June 
23rd, Mrs Moran acknowledged the letter, indcated 
his general agreement that the complaints were a 

_ Problem, and that the firm was taking steps to handle 
the complaints. : 


EXHIBIT 3 


In July, member firms department executive, M. M. 
Frankhauser, vice-president, had a discussion with Mr. 
Young in which the Exchange expressed its concern for 
the continuing number of complaints being received from 
duPont customers and the delays that were being ex- 
perienced to respond to the customer letters. 


On July 25th, Robert M, Bishop, wrote to Mr. Edmund 
duPont, senior general partner, expressing his concern 
for the large relative number of outstanding aged com- 
plaints which then existed, 


On July 28th, in a letter from J. William Dukes, com- 
plaints division manager, to Mr. Young, the Exchange 
advised.duPont of what were 46 complaints on duPont 
which at that time were more than 60 calendar days _ 
old, and urged the firm to expedite answers c+ customer 
complaints. 


‘ ’ 
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‘On September 3, 1969, in a letter from Mr. Dukes te Mr. 
roung, tne rxcnange advisea the ‘firm tnac 45 compiaincs 
to the firm were more than 60 calendar days old. ts 


On September 9th, Messrs. Young and Peterson, repre- -_ 
senting duPont, met with the Exchange and SEC staff to : 
determine what steps had been taken to remedy duPont'’s: . 
problems and to discuss why the number of delays were 
continuing in the responses to customer complaints. 
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EXHIBIT 4 


“EXHIBIT 4 


IN THE SECOND AND THIRD RD _QUART ER OF 1969 --- WITH DECREASING 
SALES VOLUME -~~- DU PONT'S CUSTOMER COMPLAINTS CONTINUED AT 
THE HIGHEST RATE. 


The columns of figures below present the number 

- Of complaints received each month and the per- 
centage that firm received of all the complaints 
received at the Exchange. 


Complaints ~ 
on All Firms: duPont Firm C Firm D 


Vol. %* Vol. 2 


’ ili 
— te 


uuarcter * 06 JOU 7 
f Quarter . 86 65 
Quarter 164 12.9 ° ° 88 
Quarter 150 14.7 
ober '69 416 64 15.4 a3 «63.5 


612 12.67 9.9% 355 7.9% 368 


* Percent of Complaints Received on All Firms. 


EXHIBIT 4 
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EXHIBIT 5 
: * COMPLAINTS AGED 69 PAYS 


® 8 


DU PONT HAD A_} FAR GREATER PERCENTAGE OF COMPLAINTS STILL 
UNRE: “SOLVED A= . 60 DAYS LN COMPARISON WITH OTHER FIRMS 
Or Of COMPARABLE "aLeS, 


———$——$———$_ 


Du Pont Firm B Firm C Firm D 

eck of July 5th | 22.5% 7.5% ee 10.6% 
July 22nd 29.8% 5.1% 9.1% 7.4% 

Aug. 1st _ 38.0% 6.6%. 7.4% 6.6% 

Aug. 15th 36.3% 7.7 7.1% 4.5% 

Aug. 29th 32.9% 9. 67, 7.7% 6.4% 

Sept. 13th 29.5% 10.1% 7.6% 4.7% 

Sept. 27th 31.5% 10.9% 5.4% 4.77 

Oct. llth ».9% 9.4% 5.0% 5.8% 

Oct. 25th 2.8 5.9% 5.9% 2.2% 


COMPLAINTS AGED 90 DAYS 


DU PONT HAS A GREATER PERCENTAGE OF COMPLAINTS STILL UN- 
RESOLVED OLVED AFT:2 99 DAYS IN COMPARISON WITH FIRMS OF CO:1- 
PARABLE SALES. 


ke meesindinaminndinel 


Du Pont Firm B _ Firm c Firm D 


eck of July Sth 17.87% 5.5% 15.1% 8.2% 


Suly 22nd 19.3% 3.6% 9.6% 7.2% 
Aug. lst 23.2% ‘8.7% 2.9% 7.2% 
ates 18 40.47 5%. 5.3% 8.8% 
Aug. 29th 27.5% 11.8% 7.8% ; 9.8% 


Sept. 13th ; 25 . 6%, 9.77% 8.5% ‘". oF 


Sept. 27th 33.3% 11.9% 4.8% ° 4. 87, 
Oct. 11th 30.6% 10.6% 3.5% 5.9% 


33.3% 5.3% —_—.. As 


Oct. 25th 


EXHIBIT 6 


EXHIBIT 6 


IREEOLVED COMPLAINTS aS 


COMPARABLE SALZS VOLUME. 
COMPARABLE SALZS VOLUME. 


Du Pont Firm B Firmc Firm D 


1. Total of Complaints 


Received for 14 Month 630 514 404 322 
Period 


Unresolved Comnljaints 


as of October 30, 1969 148 
% of Complaints which 


remained unresolved on 23.5 
October 30, 1969 


EXIILBIT 6 


_ EXHIBIT 7 


ENN (GIL 7 


Sean oo. WLICe THAT A COMPE LAINTS PROBL LEM EXISTED, 
DU eye T'S PERE eet at RESOLVING “CO- WLALTNTS DeTon LIORAT oD 
IT Re2QUIR=ED ¢ TIC 4$ “LON ING TO | RESOLVE = COMPLATNTS PS as 
THE ca AVE Fin. S OF C CCHPARAST. 2 | Sic in tas 


PERIOD JUTE 1 TACUCA caine eo es 


June 1 - October 1, 1969 


meen 3 Averaze e Days. fa Resolve Conntiainte 


ne ee eo ere nee eam 


du Pont eee 66.3 days 


Firm C | 41.1 


- Firm D 34.2 


Oe He Soe Si ee vee ee ee eee ee 


Firm 3B 36. 7 


Tiree firms combined average 38.3 days 
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The Respondent has entered into an sareenent with du Pont, i 
Laird Securities, Inc., a corporation organized for the pur 
pose of providing services and making investments, which 
provides, among other things, for “standby capital” which, if 
reed for purposes of New York Stock Exchange net capital | 

es, may be subordinated to all claims of general creditors. 
The agréément provides for a maximum of $2( ,000,000 allowed . ~ 
capita. value of which approximately $1,000 *000- was on deposit’ 
available for subordination at November 26, 1968. Copies 
of such agreement have been filed with the New "York Stock 
* Exchange. 


1,589, ry was contributed to the 
ae Such amounts are *not included in the foregoing | 
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thi ili 
“The answer to Question 6A ee a1) gescunks designated as 

cesh accounts by the Respondent other than accounts combined 
and reported in accordance with General Instruction B.6, 
unsecured accounts, eccounts with credit balances having open 

contractual commitments, end accounts with free credit bal- 
ances, which are included elsewhere in the ansvers ts Ques- 

; tion 6. A reserve has deen provided for accounts considered 

, doubtful of zollection; such T@Serve is included in the 

‘ ansver to Question 13. 
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Pl. Ex. 144 (523a) 
MEMORAND 


December 3, 1969 


Subject: Current Status of Francis 1. duPont & Co. - Meeting 
Held on December 1, 1969 


Rapeesentine the firm were Messrs. Wallcce C. Latour, 
Samucl A. Gay and Milton A. Speicher. 


Representing the Department of Member Firms were Messrs. 
Arming, Bishop, Stock, Hays, Chenet, sare and Upton. 


Mr. Wallace C. Latour went into great detail in explaining 
the history of the firm, the problems as a result of their audited 
financial questionnaire and the steps they plan to take in solving 
‘the existing problems. He also stated that a great deal of the 

problem was due to the fact aineas research of specific items was very 
difficult. : 


Mr. Gay omaeeus that the firm as per their September 28, 

1969, regular financial questionnaire had a net capital deficiency 
at ¢? nan, ann Ye alen adwiced thar rhe ‘Fiem had added additriansal 
capital of $7,500,000 and that the. firm had a $500,009 profit in October. 
With the preceeding items included, the firm stated that their capital 
ratio was 1900% plus. Mr. Latour felt that the firm will not need 
additional capital but needs to resolve cert-‘n problems so that they 
can reduce charges to capital. Mr. Latour further stated that ‘the 

firm, at the present time, has no access to any additional capital. 
‘ In eciiition, Mr. Latour stated that, the firm will reduce its ictiaias 
offices as soon as possible. 


Mr. Bishop advised the firm chat in eli ddishiinn iis 
an excess capital requirement on the old stock record differences. 
The rate fixed on these differences would depend on the progress 
being made by the firm. ‘ He also wanted a report on what the stock 
record counts. will show. 


The firm explained that wih were aware of the customer 
complaint problem and that this was caused by the transfer department. 
They stated that the number,.of complaints has decreased and that they 
eo clearing up the existing complaints. ‘Mr. Hays handed each partner 

a copy of the charges for violations of the NYSE Constitution, Article 
XIV, Section 10, and Rules 342 and 401 during _ period September 1, 
1968, or October 3, Sait ere 

“a ° : «* 
ek - te o - : : é : 

Kevin G. Upton 


* 
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MEMORANDUM 


FRANCIS I, DU PONT & CO, 
SE ee, 


On Monday morning December 29, 1969 I met with Sam Gay, 
operations partner of Du Pont. 


_He advised that firm would show a capits*’ ratio of 
approximately 1950% as of 12-24-69. The improveme:: in capital 
Since the audit date has been accomplished to some «tent by ° 
‘reduction of charges arising from old dividends, old Zails and 
unsecured customers' accounts. The principal reason for capital 
improvement, however, is the sale of long securities in difference 
accounts, ; 


Work Program 
. The recent audit disclosed four principal areas of 
Operations that were deficient _and which caused major charges 
against capital, viz:. : 


1, Dividends 

ze Fails 

3. Customers’ accounts. 

4. Security count differences 


Mr. Gay said that specific crews of employees had been 


' .assigned to "clean-up" in each of these areas and that he had set 


these target dates for investigation and resolution of the differences | 
etc, noe . 


.1.  Non-Current dividends - Audit value approximately 
; $17,400,000; Current value approximately $15,500,000, 


Clean-up pericd - Six months with considerable progress 
in early months end slow up towards end when hard-core 
differences require considerable research time. 


Fails over 39 davs old - Audit penalty $1,500,000, - 
Current penalty $1,200,000. : 


Clean- uo period - Three months — : 


secured and partl secured customers’ accounts - 
Penaitics at audit dace Lo: - 
Current penalties approximately $6,700,000. 


, 


Clean-up period - Three months 


Short security differences - Audit) value $6,900,000, 
Current valuc $6,200,000. 


Clean- Pp period ‘ Three months 


During this three month period cycle counts will he cane 
hose positions with differences ~ full cycle counts will 
- be resumed at end of this period, 


qwerrace: ; 
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ar Asa’n Reporti 


Based on an analysis of the Special Operations Question- 
maires submitted by duPont, Glore and Hirsch during 1970 and 
up-dated information I have received over the phone, I rece mend 
that th: merger be delayed until: (1) assurances of additional 
capital are provid.?, and (2) that duPont's operations exposure 
be completely identified and substantially reduced. : 


F. I. duPont's capitel ratio on 6/11 was 1,700. Their 
excess was 2.2 million, and they are losing approximately $2 


million a 


million despite a 23% increase in the number of trades over 
April. F. I. duPont informs me that the excess capital as of 


the first 
{f-all ca 
together 


conditions, and including the unknown additional merger expenses, 
the combined firms would be in capital violation in my opinion 
within two months without even taking June's losses into con- 
sideration. Their capital computation does not take into con- 
sideration the stock record differences of 8.8 million long and 


9.6 million short for duPont. 


It is my opinion that not enough progress has been made 
in the differences areca at duPont considering the number of 
differences still on the books when compared to January, 1970 
and the advantage they had due.to reduced market volune. 


F. 
months. 


differences and: exposure without even giving consideration to 
the validity of the aged transicr items and condition of the’ 
reorganization accounts, — . ae 


At 


in the month of May, it will take them six years fo compicte the 


project. 


items from 7,252 at the end of A,w... From 1/31 to; 5/3Lithe long 
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New York STOCK EXCHA 
MEMORANDUM 


June 24, 1970 


Messrs. Cunnings > and Arning pg 7S UE 


me: : 
Frank E. Dominach, Jr. VB aut 
F. I. duPont. Glore and Hirsch -- Merger \ 


month so far this year., In May, the loss was 2.4 


week in June for the three firms combined is $6 million, 
pital from Glore & Hirsch comes ever. The three firms 
lost $3.4 million in the montn or may. Unde. prescur 


*. duPont has not had a securities count in over six 
This raises the question as to the validity of their 


~ 


the rate they they resolved their stock record di.fferences 


At the end of May, there + as 7,146 differences down 106 


ihn . e 
[xz {67 


value of such differences teclined by 2.8 million from 11.6 
miilion to 8.8 million. However, the short value has only 
gone down 250,000 from 9.9 million to 9.65 million. 


Dividends receivable, both cash and stock, over 30 days 
old was reduced by 2 million from 11.4 million to 9.4 million 
from 1/31 to 5/31. However, cash dividends receivable over - 
30 days increased by $900, 000. 


_ The unsecured accounts numbered 5,318 on 1/31 with a 
. walue of 3.7 million. On 5/31, JuPont reported 5,145 accounts 
with a value = 4.4 million. 


Schedule: ‘x identifies these areas for mr of the firms 

- ~ and as the merged firm. I have entered Bache's figures for a 
* eompexison since the two firms ‘would then be about the same 

i size e : 


ae mai eR Bee et z 
“. Attachment ' “Frank E. Dominach, iz. 


a ms 
[ BEST COPY AVALABLE 


MERGED FIRM ANALYSTS 


MERGES 
$0Q EXTRACTE)) STATISTICS : 
(000 OMI; TED) 


Glore Hirsch Merged 
Bie fi) kT 


a. 4. 6/19 65,400. 48,100 ~ 362,800 "338,200 
Excess Capital 00 0: 6/19 900 3,000 . 6,100 15,800 
‘toss YTD 5/31 900 12,500 9,800 


g/R Difference .. - Baa aE GS ee, : 

Surber . oe ; ie 7,654 . 3,522 
Lon3 cee = : ee 9,149 ‘ 6,300 
Short | : as ; 10,040 2,500 


Unsecured Accts. 

Number ‘ : 6,326 4,345 
Devts — 2,870 : 3,100 
shores ; te 1,830 650 


Dividend Rec. 

, over 30 days 

Cash : 
stock 


AVZ. Trades ‘For Day 


° 


F. I. DUPINT SOO ANALYSTS 
1970 
(000 OMITTED) 


S/R DIFFERENCE 


Number 
Dollar Long 
Dollar Short 


e 
= 


_ DIV. REC. OVER 
30 DAYS 


4 Cash 
? Stock 


UNSECURED ACCT. 


Number : : £767 5,318" 

-- Debits 1,867 “1,905 
Shorts ; ; : 1,870 1,830 
4 “i 401 (gait). 3,735 


oe Ahad 
Pl. Ex. 168, pp. 53la-532a : Bouat- 
eau : ONE $79.9 -7y 
+ BAR ASS'N. REPORTING SERVICE 


July 1, 1970 


Mr. Wallace €. Latour 
FI. DuPont & Company 
One Wall Street 

i. . Hew York, New York 10005 


hace Dear Wally: : 
I would like to aera for the doticoation and ‘cooper- 

‘ation you and your staff have givea the Exchange in cennecticn with — 
the pending cerger. A review of the mechenical and operating pro- 
cedures necessary to acccaplish the merger indicste 2 sustcined | 
effort cn the part of everyone and an understanding of the implica- | 
tions. ‘“e feel, as I'm sure you do, that the first week of coubined 
™perations end the ection to be texen from the worl: plans and 
schedule, will require strict mcnagement and acesunting control. In 
this regard, we have asked frente Do;inach to represent us cn your | 
prenises, with your consent of course, to monitor the aerger pregrese. 
-Frank has already discussed this with Peter buPont end Bob Gordon. 
They were cost cooperative, 


In our telephone conversation on June 29, I pointed out to 
‘you my concern as to the overall net cepitel pecition on the cosbined 
enterprise, and the need for an infiusica of sdditional dollars in 
_.order that an adecuate cushion could be previded. My concern and, 
I know yours as weil, is to be 6s certain as wa can that reduced 
-levels of revenues, tha t probably will exist curing the Julz-august- 
. Septe-der querter, do not resule in further attrition in the capital 
-area arising trea eperating Tosses that cannor now be wholly predictad. 
The Exchange has becn on es From tit. oman DuSont thee sudstancia: 
sums 6f additional eapital were available, «an the right "“situattca’ 
was at hend. You exd I, enreo thst the present coxbination of Francis 
I. DuPont & Co. with Gier @ Forgen ond Uirsch & Co., is: ‘just thac 
gituation. . “hile I imew chat you are now providing us with tha daily 
proforna capital cosputerion, amd that this figure at the momene is 
ost encouragiag, chat auditional ccpital is mandatory. ‘We are, o£ 


joe anal 

- -7 

vor we? 
HARVEY B. KRAMER 

* @8Peamene*> * 


| | of 
Mr. Wallace C. Latour a oe De Pe duly 1,. 1970 


s 
. 


course, concerned that capital infusion be made so that at the 
commencement of the ce=bir.ed enterprise operation on | July 6, excess 
semis of at least $10 million will exist. - — 


- Im the area of operetions fT, would like to ask that a crore 
concentrated and isolated effort be placed in the area-of DuPont 
differences, dividends end tnsecured accaznt categories. In asking 
this I realize that scze reczsonable period of time to effect the 
myriad of merger activities will certainly be necessary, but noncthe- 
less, possibly ct the end of July or early August, it would be 
desirable to have an outline of a plan by which DuPont could indicate 
to us how they will attack these areas cnd couple that with weekly 
progress reperts to the = Serranaree on the —— in the 
individual areas. 


_ > I know the many hours of. time end effort that have gone 
into your program for the ccubinins of these three importent entitics. 
zr have been told that all the prelininéry steps"that you had pléenned 
and set cow for us in detail have been accomplished, that the vest 
nationwide network has been updated cnd trained to process the work. 
and thet skilled Duvont personnel will ba en hand in each of the new 
offices to provide aid in the course of next week's combined business 
activity. All the staff with wrom we worked have been most helpful 
to us in gaining the insights necessary ta treigh and measure this 
project. I do want to wish you the very best - success in = 
pee effort, Se 


. Sineareiy: - 
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NEW YORK STOCK E HANGE 


October 6, 1970 


TO: Messrs. Bishop, Stock, LaBoe and Chenet 


FROM: Charles A. Rubin. 


SUBJECT: F. I. Dupont, Glore Forgan & Co. 


1, Although it will be presented on our weekly report, 
a the fact that as of their latest daily net capital 
computation, Dupont's excess net capital is less 
than $10,000,000 (approximately $7.6 MM - on a daily 
- Yough estimate), which is in violation of an exchange 
directive. : 


Upon reading the transcripts of several meetings with 

Dupont and Haskin & Sells, I am opposed to the idea 
of charging 50% of the net (short) stock record dif- 
ferences against capital. It should be the full 
difference or a % of the shorts ‘only. . In the H & S 
approach, the firm can actually increase its capital 
(ceduce the charge) by 50% of all long differences it 
chooses to liquidate. ; 


~ Roverber 3, 1970 


—«- 


Me. Wallace C. Latoue oes : 
y. ft. LCuPont:-Glore Frorg<a & COcs Inc. 
GQne Wall Street ; 

- Rew York, New York 10005 


oaw--- 


Dear Mr. Latour: 7 ee 
The Exchenze has deternined to instruct your fir 
te Cake the fol ving cctions: 


1. In the evene. that $3 million or more of new 
met capital is plecead at the risk of your fira Cron ovPent 
fently monics by Tiursaay morn: 20, Kovezber 5, your fira 
eheuld forthwith begin to sell csoitel securitics curficicnt 
to insure net capital of $6 uillion by Yovenber Ll. 


2. In the event thet such new Dutont €enily cepital .. 
{9 not st the risk of the business by noon ox Kovouber 5, os 
your fira should forthuith begin to gelL cufficient ecpitel 
—Becurities to insure ret capital of $10 million 67 koveriber 11. _... .— 


any totics which is necessery CF which you desira to give in 
order to begin selling cepital accuritics cn Woverver 5. 


: i 
Further, your firm chould before Novesber 5 give . | 


ae Sincorely, | , 
By oe : i 196 Ps : : : 
t eS a (Signed) Robert M. Bishop . BO 


Ts: 


- nimineemyee - Robert M. Bishop 


Vica President 


Movenbar 4, 1970 
Mr. Gallece C. Letour 

¥, I. DuPoac, Glore Forgan & Co. 

Cne Wall Street 

New York, H.Y¥. 10005 © 


Dear Mr. Latour: Go he - 


On reviewing my letter of yesterday, I find ecne lack of | 
clerity, although I believe the secning wes clear in my meeting 
with your vartners. I have uncerlined below revisions which : 
clirify yesterdsy's letter: 


“The Exchsnga has d:terained to instruct your firm to e 
tske the following ectlcas: 


"1. %In the event thet $3 million or nore of naw net 
eapitel Ls pleced at the risk of your fimo from DuPont 
feally ssurveaa by Tiurscsy morning, Loverser 5, your firn 
should foriwit: begin to r2il capital sceurities suffic- 
dent to 2c4 further net copitel of $6 million by Noverxber 
il. . “ pts 


"2. In the event that such new DuPont femily capitsl 

Zs mot ect the risk of tha business by noon of Noverber S$, 
your firm should forthwith begin to sell sufficient copirel 
. Securities to add net capital of $10 million by November 11. 


“Further, your firm should before Movember 5 give any 
notice walen is necesscry or waich you desire to give in 
order to begin selling capitel cecurities on November 5," 

Sincerely yours, 
(Signed) Robert M. Bishop 


Robert M. Bishop 
RMBishop: jka Vice President 


_BAR ASS'N, REPORTING SERVICE 


-Noverber 24, 1970 


FPF. I. CuPont, Glore Forgan & Co. 
1 Wall Street 
New York, New York 10005 


Attentica: Messrs. Wallace C. Latour, Edmind R. duPont, 
-- Peter R. duPont, Gough W. Thompson, Jr. 


Gentlemen: 


In view of the borderline prelininory capital 
’ computation by Easkins & Sells basea aa their recent eudit 

and the substantial questicas concerning the true capital 
position of your firs, you ere directed to sell today ali 
securities rezeining in capita) accounts, including subordinated 
accounts, and firm positions of eny nature whatsoever. . This 
instruction covers all securities defined in Rule 325 as 
proprietary positions. A 


fe : : _ Very truly yours, 


, Robert M. Bishop — 
Vice President 
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NEW YORK STOCK EXCHANGE. 
Department of Member Firms 
MEMO 


December 1, 1970 
Mr. Robert W, Haack 
FROM: _ Robert M. Bishop Ae C : 


SUBJECT: Reorganization of F. I. duPont, Glore Forgan & Co. 


I have discussed the possible ways of reorganizing duPont, 
‘Glore Forgan from the point of view of Exchange Constitution and Rule 
requirements with Fred Stock, Dave Huntoon and Floyd Brandow. The 
applicable requirements and our thoughts on how they might best be - 
met are spelled out below. ' . 


. CONSTITUTIONAL PROVISIONS AND RULES 

The most important Constituttonal provisions for the duPont, 
Glore Forgan reorganization are tho:e relating to the primary purpose 
_ Of every member organization and every parent and to the Board of 

Directors of every member organization. ‘Article IX, Section 7(6)(1). - 
requires every director to own voting stock in his member corporation 
and further requires that a majority of the Board of Directors be 
members or allied members. Article IX, Section 7(b)(5) requires 

that every member corpération and every parent have as its primary — 
purpose the transaction of business as a broker-dealer. Rule 318° 
backs up the latter Constitutional provision by spelling out what 
constitutes a parent and how the. primary. purpose is measured. 


‘Rule 318 also requires that members and allied members 
must devote the major portion of their time to the business of their 
member corporation_.unless otherwise permitted by the Exchange. There. 
is a precedent for such permission being given. Rule 314.11(5) re- 
quires members and allied members entering a member corporation to 
invost initially at least $10,000 in the common stock c. the corpora- 
tion. ne * : 


@ 


o>. 


ar 


<< 2" 
REORGANIZATION PROPOSAL 


We understand that the current reorganization proposal 
envisions ownership of a newly formed member organization by two 
holding corporations. One of these corporations would be owned by 
the present. partners of duPont, Glore Forgan and the other would 
be owned by Messrs. Perot, Hart and Meyerson who are associated 
with EDS Inc. Among other things, the agreement would provide 
that PHM Corp. would have the right to have a representative on 
the Executive Committee of the new member corporation and repre- 
sentation on both the Executive Committee and the Board of Directors 
commensurate with its percentage of ownership of stock of the member 
‘corporation. : : 


’ ! The proposal contemplates the issuance of voting stock 
‘only to the two corporations mentioned above. No provision is made 

_ for qualifying shares to be issued to members, allied members and 
outside directors. There is no Exchange minimum requirement for 
such qualifying shares. 


re RECOMMENDED COURSE OF REORGANIZATION 


Fd i lt i 


‘Taking into consideration the need to conform the proposed 
reorganization as closely as possible to the existing Exchange Con- 
stitution and Rule requirements, we recommend that Messrs. Perot, 
Hart and Meyerson each qualify as an allied member (or member) of 
the Exchange and that the Board ap; rove. under Rule 318 the continued 
association ‘of each with EDS. We further recommend.that once duPont, 
Glore Forgan has been incorporated that the shares owned by PHM Corp. 
be transferred to Messrs.-Perot, Hart and Meyerson individually. 


ote Messrs. Perot, Hart and Meyerson become allied members 
and hold their shares directly rather than through a corporaticn, 
there will be no question of compliance with the primary purpsse in 
_the Constitution or with the primary purpose portion of Rule 318, 
which specifically holds that an allied member or member may be & 
parent of a member corporation. Further, the Constitutional provision 
that a majority of the Board of Directors must be members or allied 
members can be met by these three serving on the Board and its 
Executive Committee in their capacitics as allied members. 


_ It would also be desirable for qualifying shares of voting’ 
stock to be issued to each person who will be a member, allied member 
or outside director in the new member corporation who is not other- 
wise a holder of voting stock. If the Board waives the .requirement 
that an initial $10,000 investment in vot 
member and allicd member, a-single share for ¢ 


» 


fc" Pl. Ex. 218, pp: 539a-54% 
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HASKINS & SELLS 


EEATIFICO PUBLIC ACCOUNTANTS 
sae TWO BROAOWAY 


NEW YORK 190004 


September 30, 1968 


Francis I. duPont & Co., 
One Wall Street, : 
New York, New York 1C005 
: . BAR ASS'N. REPORTING SERVICE 


Dear Sirs: 


We have examined the Answers to Financial Questionnaire 
of Francis I, duPont & Co. as of June 30, 1968, and have rendered 
our report of this date thereon. As a part of our examination we 
meade a review of the Firm's accounting system, internal accounting 
control, end procedures for safeguarding securities, and performed 
such tests thereof for the period since the date of our last exami- 
nation as we considered necessary in the circumstances. ’ 


Although our examination would not necessarily have 
disclosed all material inadequacics in the accounting system, 
internal eccounting control, and procedures for safeguarding 
securities during the period under review, it did disclose certain 
concitions which in our opinion constitute material inadequacies 
.in these respects. These conditions, with an indication of any 
corrective action which we understand has been taken or proposed 
by the Firm, sre commented on below. | ogee 


' This supplementary report is being furrished for filing 
with the New York Stock Exchange. ) 


"+ COMMENTS ON CONDITIONS. 


Our examination as of June 30, 1968 disclosed a number - 
of differences between the records snd our physical counts. A 
substantial portion of these differences were suhsequently cleared; 
however, es of August 29, 1968 approximately $29,875,000 long ' 
“market value and $5,383,000 short market value were included in 
"Valuation of security count differences" at that dete. — - 


oe 


Le ee eee 


Seeetetel 


Francis I. dufont & Co. ; September 30, 1968 


. The Firm also had securities on hend as of June 30, 1968 
(which vere received from Transfer Agents in the nome of Frencis I. 
duPont & Co.) having an Sggregete market value of approximately 
$6,500,000 which es of August 28, 1968 have not been identified 
as to the beneficisl owners. . 


We have Seen informed that approximately 75 people with 
no other duties have been assigned to clear the above differences. 
- The Operatiors Cor.crol section, which was formed early in 1968, 
will continue to ensure resolution of current differences. 
Operations Control is also responsible for "active" box counts 
on @ montnly basis and complete counts of 8ll positions on a 
cycle basis. 


The reconcilements of the cesh balences per the bank 
stetements with the related balances ss shown by the books dis- 
closed reconciling items which were not followed through to a 
timely conclusion. ; ae : 


We have been advised that the individual responsible 
for the reconciliation of the bank accounts hes been relieved 
of his duties and two new personnel assigned who will review 
the reconcilistions to ensure prompt clearance of reconciling 
items. We have also been informed that the internal audit de- 
partment will conduct audits of the reconcilements. 


The Firm does not have a procedure which will provide 
. independent verification of name or address changes for customers 
_ accounts. 


a We have been advised that the Firm is continuing to. 
review its procedures regarding control of name and address 
changes. The size of the task would undoubtedly require compu- 
terization of the operation. 


é' Our examination disclosed that as of June 30, 1968 
customers fully paid for securities had rot been properly segre- 
gated. We'have been informed that the Cashier's Department has 

been re-instructed to properly segregste securities on a timely 

basis. - ; 


. We have also beén advised that during the house counts 
by the Operations Control group, the amount of deficit, if any;- 
in segregation will be determined and the securities Properly 

. Segregated. a : a 


* + 
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The Firm's monthly vomputation of net capital under 
Rule 325 (Cepital Requirements) of the New York Stock Exchange 
aid not include the fo’ lowing adjustments: 


8) stock dividend receivable non-current amounts, 
. debit item — 


b) marxet veluation of Short security positions in 
unsecured accounts, debit item 


Exclusive of the items above, we believe the Firm's 
procedures for computing net capital are Satisfactory and in 
scoordance with Rule 325, ‘ 


«We have been informed by the Firm that beginning with 
the month of August, the items mentioned above have been included 
in the computation of net capital. : 


Yours truly, 
ee 
Me + ae Be “2 


Pl. Ex. 225,.pp. 542a-566a. 
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F. 1. duPONT, GLORE FORGAN & CO. 


ANSWERS TO FINANCIAL QUESTIONNAIRE 
AND SUPPLEMENTARY SCHEDULES 
AS OF APRIL 30, 1971 
AND OPINION OF 
INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 
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(For Filing with the New York Stock Exchange) 


a 


. The attached contains all but the details of Supplementary 


Schedules Part II - details are available in our files. 
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- HASKINS & SELLS 
Eo ind | TWO BROAOWAY | 
NEW YORK 10004 


OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 


F. I. duPont, Glore Forgan & Co.: 
x 

We have examined the Answers to Financial Questionnaire 
(Part I) and Supplementary Schedules (Part II), except for the 
answers to Item (a) (11) and Item (b) of Part II, of F. I. duPont, 
Glore Forgan & Co. (a partnership) as of April 30, 1971. Our 
examination was made in accordance with generally acceptéd auditing 
standards, and, except that the examination was not performed on a 
"surprise" basis and confirmation replies were not received with . 
respect to a significant number of partners and subordinated lenders 
accounts (see Note 4), with the auditing requirements prescribed by 
the New York Stock Exchange; accordingly, it included a review of 
the accounting system, intertrial accounting control, and procedures 


for safeguarding securities and, to the extent we considered neces- 


sary in the circumstances, tests thereof for the period since the 
date of our last examination, tests of the accounting records, and 
other suditing procedures. 


In our opinion, subject to the effect of any adjustments: 
which may be required as a result of: 


(1) the resolution of securities differences, 
customer accounts in deficit, receivable 
items in dividend accounts and in suspensa 
accounts and the related adjustments of 
‘the reserves provided therefor, as . 

: explained in Note 23 ‘ 


(2) the ultimate outcome of lawsuits pending an 
. ‘threatened, as explained in Note 3, and; 


(3) possible disputes regarding the balances in| 
general and limited partners accounts and in 
accounts of subordinated lenders for which 
confirmation replies have not been 
received {see Note 4); iG ah 


the accompanying Answers to Financial Questionnaire (Part I) present 
fairly, in the form required by the New York Stock’ Exchange, except 


_ the response to Question 6A explained in Note S$, the financial 


position of F. I. duPont, Glore Forgan & Co. at April 30, 1971 in 
conformity with generally accepted accounting principles applied | 


® 
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om a basis consistent with that of the preceding year, and, except 
for the answers to Item (a) (11) and Item (b) as to which ve do | 
not express any opinion, the Supplementary Schedules (Part II), when 
considered in relation to the Answers to Financial Questionnaire, 
present fairly in all material respects the information shown 
therein. : : 


Except for the answer to Item (I), as to which we do not 
express any Opinion, our examination also comprehended the Schedule 
of Information Required by the New York Stock Exchange for Computa- 
tion of Net Capital Under Rule 32S (Part III), and, in our opinion, 
this Schedule, when considered in relation to the Answers to 
Financial Questionnaire, presents fairly in ail material respects 


the required information. ee : 
oe : gn ae Li / 7 
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ARSVERS TO PIMAIAL one gg = gg (PART 1) 
AS OF APRIL 


a . RN ae 


a ' soonees -LEDOER BALARCES........ ++ RECUR VALIATIONS... ....COMODIYY CONTRACTS 


QUESTION WO, AND TITLE OF ACCOUNT Demir CREDIT SHORT, ATC. LOSSES GAIZS 


1. 
$ 71,%9.0 


13,060, 264,37 
Segreyated wider the Comsodity Exchange Act........ oe * 3,139,779. 28 
Contritutions te clearing organizations incident to eeubership: ‘ 
COON. cccnvcdvccvececcesecsnesecvececesececeecesecececessecvescecececes 363,000.00 
Exempe8 OGUPAtles...ccccccccccccccccccvccccccecccevecccecccscccocoes 
Teposite ane margin on future ecmodity contracts or eagregated 
Commodity Fxchange Act: 
Regulated accounts: 
COM. ccccccrcverccccrccvecectccsencecetesecencsesceccenceccccoscoecs 
Exespted securitie Ce rneeeceserccceresecasesseserasescscsereeseens 
fon-resulated accounts: : : 
COON. o crocscnnrrececcccesesseccsececescvecccseesestescesovecccoccece 
Exewp?ed GOCUTItIE®.......cccccccccsccecccccscteccesseucesevcseverte 
Deposits se guarenty on future commodities contrecte: 
Cuicage Poerd of Trede Clee. irg Corporation xk (19 shares, al loved 
hetcrad Meade ned MCE te ee ee oe ee eee 
Settlement telances with cowodity clearing organizations: 
MIO COO HOC OWE iso ooo occ ccs cane Since ects secicces bascdsctevecesevesece 
Won-ropulated @cCOUNte......ceccec cee cecececetcsecececcccrettceenccenn g 38,830.99 


WOSTEY BORFUWED, AND ACCOUNTS CARRTED FOR RESPONDENT RY OTHER BANKING OR 
BROKERAGE HOUSES, SECURFD BY OR CONTAINING CUSTOMERS’ COLLATITAL. 
A, Money borroved: 
+ 1. Prom banks, trust compan’se and other fineneial institutions: ‘ 
b. Secured by non-exempted securitive........-.0.ccccesescence F ° A ; 107,774, 97% 
B, Hepes carried for Respondent by other banking or brokerage houses, 
. including amnibus eccowts and securitic “id in custody: 
42° Securities eccounto: 
@. Aecoumte vith net dedit balcxces: ; : ‘ 
Be CENOE sas gulivccnccitkedeice sees sadivacegineesee cen 7196, 688, 8 1,997,235 79,449 
eeeesee . $30, 202.78 $,325 1,364, 661 
@. Accounts with sero balences............+00+ 1,033,762 1,242,500 
“ G. Securitios held in custody.......c.sececececececscesececece . 15,166,224 
hae F sang accounts! " 
« Reguleted coomodities futures accounts: : 
11. Accounts liquidating to @ deficit.....scscsceessecess €0,092, 30 "174,00 8 29,40 
». Non-regulated commodities futures accounts! i 
1. Accounts liquidating to an SEH aose0cesenvenessance 764.40 3,92 
{1. Accounts liquidating to a deficit... 29, 636. 96 %,038.75 


BED CONOR sca ssiac onstsucocesantes tesesenceensnese oe ic I 


PORWARD. occessseccscsccscscscccserecssccrers § 18,968, 540.54 § 65,143,553.68 § 3,056,362 $130,696,000 8 %,712.73 8 27,32 


Mae op Sang FFP 


: ¥. t Oe Se eee eee eee 
ACSOERS TO FIRANCIAL QUESTIOWMU ITE, ETO 


2 ¢, 


ceccees LEDOER PALACES....0.2 «+ SOCURITY VALIATION . 


—$—$<— a, oT oP poo pe) SPT , ETE. 


Cee nweereee 


1. Prom benks, trust companies and other financial institutions: 


‘©.’ COMER OPEN ITEMS WITH BROKERS AMD DEALFRS. 
A. Sacurities borrowed: 
1. Against securities pledged as colleteral: 
Exempted securities borroved egainnt exempted eecurities...... 
‘ Exempted securities pledged - Firm securities...........s0.0-5 
B. Securities failed to deliver... 
C. Securities loaned: 
2. Others 
Respondent's securitie®.....ceccseececscssesseneececeeeseseess 
D. Seourities failed to receive: 


ote: Security transactions outstanding 30 days or 
longer: 
Securities failed to deliver: 
ledger debit belances: 
Cutetanding 30 through 39 calender days... § 924,668 
Outstanding “0 through &9 calendar days... $61,317 
Outstemiing $0 through $9 calendar days... 373,736 
Outstanding 60 celender days or more...:.. “$5,102 
Long cemurity veluatione....c.ccssceceeceeee 2,436,197 
Securities failed to receive: . 
Ledger credit belances... . 2,154,047 
Short security valuations 2,104,901 
B. Pati liquidation eocounts.............6.05 


3. VARATEIRY OF SECURETING AD SHOT (CARH) COMODETING IN BOR, TMAOTIN HeD 


A. poutine in box, transfer and in transit betveen offices of 
gy meyer 
2. Securities held 
egal 


FORWARD... 0.00 cccccccsceresceeecssserserrees 


Se hae endl ee 


§ 10,960,540.5% § 85,143,553.68 § 3,036,362 $190,696, 000 8 


19,767 ,913.63 
38,609,000 00 


13,%83,000 


12,816,261 .00 12,539,973 
23,402,501 3 22,759 ,4%5 


37,832,410.66 40,328,095 
*" 90,000 .00 89,800 


, 26,792,522.18 26,331,675 


649,715 


106,108,302 
te 139,467 


$ 35,736,275 .08 $710,226,400.32 § $1,388,495 $263,254 ,900 § 


%,712.75 8 927,378 


,712.75 § 


27,3; 


F. J. ‘PORT, GLOW PORGAN & CO. 
4S TO PIPANCLAL QUPJTIOMMIRE, ETC. 
30° APRUL XC, 1971 
seseees LEDGER BALARCES........ ...QBCURTTY VALUATIONS... .... COMMODITY CCP -“TS 


QUESTION WO, AMD TITLE OF ACCOUNT POSIT LON SHORT, FIC. LOSSPS 
PORUARD. 00.00. c cece secccesereecerececesees # 33,796,225.08 $210,226 ,400.32 § 51,908,493 $363,2%,900 § 8,212.75 $ 27,22 


4. CCOTORRR SEC MITY ACCOUWTS. 
&. Cash eccounte (1.e., sccounts having unsettled woney balances and 
positicrs in escurities that are governed by section “(c} of 
Ruyulation FT of the 20 of Governors of the Foderal Reserve ‘ 
Synvwm) (Motos $ and 9): 
1. Accounts with debit balances.............cceccccececececcs 26,360 ,220.70 31,333,204 2,976,379 
2. Accounts with credit balances............... Webevesess 9,067 ,300.12 3,759,222 10,965,187 
B Bycured ecvounts: Y = 
1. Acerante with dnbit belences. aia 159,682,488. 24 222,600,400 4,060,160 
2. Accounts vith credit belences... 14,072,674.67 = 4,154,494 = 13,841,563 
€. Partt, occured accounts (Moto $): 
1. Mercin eccounts: ! 
. err erer re — 1,394, 997.66 1,030 ,603 300 ,O%2 
@. Accounts vith debit balances r gence eens 1,3%, 149,275.95 07/221 605 1326 


FaOVES ECE ends bse eS $537 ,271.04 3,697 ,337 2,663,196 
b. Accounts with credit balences............ Se 1,292,221.61 697,929 4,029,660 
D. Unsecured accounts: i ‘ 
1 Sines colloctod............. See Res “33,687.96 1,017,230 
2. Other. SHAS $0,297.77 5,216,004 
ite.. 790,102.77 
WS 373,299.12 


oe oe : 10,491,556 
Short in dividend sccounte..............000- vs ruseasves hee . 1,692,842 
Short in ommibue accomts...... Sooners ‘ : 731,359 


1,478,906 


9,089,004 
Pletrod in error (3ince corrected).... HSE pee Per ame ltd 
Lear-rt in error (Linco correctol)..... coves yu? 
Short in difforence accouwte....... eee ees . 6,109, 

Pr tliw, Ineurancy claims Hessbdsupideewcnteesenshsietieemdvse pd 


673,093 


A. Accounts vith open future contracts Liquidet to an it ' 
1, Rorsiated commotities,.......... ee ee. + 61,662.72 $037,548.98 ge med 
2. ilon-rezulated COMPOGICIGS......cccecerecssecs “223.37 7,056 ,515.19 , . 
B. Recuunts vith opon future contrecte 1 . " ” 
2. Mxwlated commoditics........... ieee Rian 66,319.63 140,212.60 ype 
2. Non-raulated CoPmUtItles....... cece ccc ceeeserececcncetencc, “7,147.23 50,156.60 EN 
D. Unaceured debit balances: 
1. Sinen collocted...............0. 36,227.69 
2. Otinr... tt Lina eas 716,150.95 
&. Accounts vith free credit balances: 
J). Nt sulated, <a 1,071,625. 63 
: 5 Ped 673 ,991.6 
82755 ,117,116:0% $290 ,601,275.37 $356,644,975 $408,929,677 $2,098,535. 23 @ r-s,2 


eee eee eeeneeeees 


(Continued) 
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$°Tu Finswcial. QSTIOHNAIA, BTC 


9. GE;ZRAL PART RERS' INDIVIDUAL ACCOUNTS. 
t. All other individual sccounts of genera! pe-tnere: 
1, Security eccounts: 

s. Cesh eccounte: 
2. Accournte with credit belamees......csercsssescecessees 

b&b. Secured sccounte: 
1. Arcounte with debit belances.... 

f. Accounts vith free credit balamces.........-sceererersesees 


w. a oa ee eS ee: 
. Seowrities scocunts - ledger belances...........- 
1. Exempted securities: 
b. Deposited as margin on regulated future cosmodities con- 
trecte or segregated under the Commodity Exchange Act.... 
@. Deposited es margin on non-regulated future commodities 
COTRPOACTH. 2c ce ccc cree esereseccerseereersseeesmsr ess 
4. Deposited es contribution to cleering organizstions 
@. United States Governarnt Securities... 


f. Cher exempted securities.......0sscecesesseeresssssosssees 


2. Mon-exempted securities: 
@. Cther non-exempted securitios,.....cecscersceessserecscoses 
5. Error eceounts. . : 


Peer eee eeere sees eeeeeseerer snr essesesses 


2. Hon-exereqted securities... 


CAPITAL ACCOUITS. 
b. Partnership cepite! (Hotes 1 ard %): 
1. Cepitel eccounts of penerel partners: 
: CG, Non-@xempled SeCurities.....eseccccsscecscersecssssseeseues 

2. Cepital eccouw.ts of speciel or Lieited partners: 
@. ledger balences......-.sssereeess 
CG. lon-exempted securitios........++ 

3. Undistrituted profit end loss ecoounts, including belences 
remaining in income en. expense accounts (Note 2)......-.+++++ 

%. Unsecured demand notes of limited partners contributed ae 
Capital im Liew Of CBN. ....cecerccsseseeereerensesesssseeunes 


SUBORDIINTED ACCOUNTS (Rotea 1 and &). 


A. Subordinated eccounte - borrovings by Respondent ensonfitionaliy 
subordineted to all claims of general creditors pursuant to 
vritten agreements: 


il. 


12. 


b. Ron-examted securities. 
PORMARD. . 


coeceeeeLRDURR BALANCES....0+++ 
tent crepiy 


SECURITY VALUATIONS 
Lown 


eee VOIMWOITY - 


oor Ble. 


SACRT, ETC. Losses 


$753,117, 11€.0% $2790, 602, 278.37 $556, 644,975 $00,979,677 $2,098,555.75 § 770,272 


&, 144.69 
21,351.75 


. 1,184.48 
1,546.14 


Ge, 5, 718.79 


2,064,050 
1, 356, 200 
678,750 


4,075,082 
+ 6,399,799 


4,094,092 

$94, 225 

16,349,682 3,190,027 
79,079.00 

71,500 

677,762 


“6,850 
929,511 


17,377,73%.76 


39, 208, 954.43 
229,125.00 


15,414, 548.22 3 
* 10,611,900 


CCT EE Me Rees 


$952,623,149.99 $323,678,328.18 $42,929,426 917,002,116 $2,090,555. 23 


@ 778,37! 


V. 5. mel ST, UlAse AGAR A CU. 
MELER! To PIBANCIAL CUESTIONMALNE, ETC. 
— suey .. SRCURITY VALWATIUIS... ...UGMOOGTY Com Mac: s... 
100 RO. AND TITLE ; CREDIT Lon SHCR, BTC,  _LeSSz3 8 


. POPWARD. «00s ceescsersceeeesccrcccccesstocsees! $3S2,823,149.99 $323 676,378.16 $42,929,426 Sul? 807,116 $2,098,553.25 § 778,373. 
13. OTHEA ACCOULTS, ETC, 


-D 
Ex changes cewberships ouned by Respondent (merket velue, §$3,057,573.00)... 2,359,999 
Furniture, fixtures end leasehold isprovements (depreciated velue)...++4| %, 267,417.66 
Cividends end imerest receivedle: * s95 ost 
1. Current items (lees than 3¢ days of age}....... ! ‘ pcoagiennip ss : 9,059 10h 
Ze CARP cceccccocccccnccsevccoccssece . af peoabies as 3, 260,694 2,824, 326- 
S.seription ad exchenge eccowt (fully exchangesdle Stemm).....s-eeeeee! 2513. 
Accrued interest receivatie: i edge ten 
fully margined customers’ MOM B or oeservrcesoscssereccscesorencces sa ’ . 
Treading ami investment eccounts of Rospondent : ; see elects 
1. U. S. Goverment obligatione.........ccceeseceeevesuspecssesesessy aos tae de 
2. NOP. ccc ec cccccceccee ° . ’ : 
Ccaaissions receivable from customers: | <a Gea 
future commodity Wee ees stt os iieahtersevessiiesseseiawesssedsxsseal ‘ ime 
Fully mergined er cesh security eccounts...........cscecceececsvces : ’ alae 
‘e=Eiasions receiveble from others (less than 30 dave old)........... ; . oc 
.vestwents in affiliates (et equity) (Mote 10)...........0055 ; un hae 
Peseivetie from affilietes.......... 4 oie <a. 
vi9cellancous sccounte receiveble. — — 
Fropeid expenses and deferred clergee......cccccscccssccsseccrecsccecedecl 619,067, 
+19 shipeents to Lenkes, brokers, end dealere (less then 30 days old, sais 
$10, 326.2 )-recereccsserececcrecectevecssreererscserseeansescesessesesl ’ ° . 
azrounts, mivanecs, ant notes receivable from eapicyees ‘ ie eae 1,27%,599.25 2,085,361 3,061,657 
ae Fe na, ethtettstventtatreesseseons ° A eee ak 
Sit ahesicrs payeble..... cebdenesceve . F *, paeniie, 2,908,071 
-.tleieed dividends end imerest paysble.......... ‘ , 2 Raia 
Fe feral divider taxes vithheld st COUPER. cee ccccccccceseseces : rah 
<2 240) cecurit7, withholding, and other payroll taxes peyable.... : 1157, “ 
RSTUND CCK MURORE LON. 60 bo ccccccsescccececnccsceccecceccvece weep a 
Acirued internat peyetle (firm securities}. ‘ : ee 
4z:rved interest payeble (Lenk loans).... a 
Pipes cteto and olty texws peyatle.. Peper rae ggg ar coc 77, US. 
t:eling inzurence claime (current itens e per 4. P. cirouler . 
276) (icre 3) 90, 069.00 Y ah.ae 6,em 3,496, 19% 


11,7%%,171, 29,066,911 


903,793.7 
Tmguleted eccounts......... 903,795.75 15, 233.8 
M-resuieted eccounts............ Ed+eeeseaeNEwee< “16, 3635.90 

(e:.itus accounts: 


Wore Steuts Corporetion............s.e645 > idceuwe 1,062,015.00 etal og wane 

idench & Co. - (since colloted $125,000)... ‘ $obnssessveeassal 371,070.22 62,13 315,157 . 
Reserves for securities differences, customers’ sccounts in deficit end : 

raceiveble iters in 3ividend end suspense eccounts, etc. (Hote 2): 

Feeserve for leirer 4ebit belences........... 


‘eserve for short securities poseitians terevees 


Pecelveble frm mutuel Murs (less then 30 deye old prams : 259, 2759.72 
Fe-eivevle on bond rodempt ions (leer then 30 days = gata eas 250,000 .00 
Re-sivedle fron trokere, benks, ete... 


spades i 421,676.23 
Fe-oivatle from Lrokore in liquidetion..... ae es ‘ 30,353.13 
Preble to brotere, banks, etc. . . ewes aoe “ 903 128 
Pe; able to effilietes............ ‘ 69,905, 
Te; 2@1t with Hertford Accident & 


rurety, subsequent ‘ 1,000, 000.00 
Parable tor comniter bereinn : le 1,06, 143.62 


whee 4 FRA . 82,CS9, 23S. 2% 
P8199. 286 $202,096 109-6 Y),)99,677 WS, 19D, SAF 81,098,993. 78 $025,395 


(Contin.es! « $, 
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BEST COPY ‘AVAILABLE 


Bold 


WBS TH. oc cecccecsecccceccceseseceses $1,700,000 $11,673,000 
enentins percinss and sale contrects is 2 
resulting in en wureslised profit in esch 
ech yher db  apaet hate hn ia al 12, 5,000 12, 5,000 
Orfestt: purctass e 
pone fn an unrealised lees im each 


BICWTAG «oc eee cence es reenceceeeereseeees 2,308,000 "2,500,000, 


15,000 


- 15,000 
City ef Inlewood-ios Angeles Civic : ” 

Canter Avhority, California: 4 

ag Sater tetsornnnessouscsoetnseres *(10,000) 

WASIO02. cece cececsterscccccerccsees ; 3,000 

Lanedale, Pennsylvania, General Obligation: 
Live Sek, Florida, Industrial Revenue Bonds: 

Vey W/O. 22. rencecccccaccacerececess 

VOOR, WSBT. 52. eeeccnscceccnsersececess 
City of New York, Hew York: 

o/L/Ts. 


7.6Os, ae eeececesecesacecesceses 
fan Diege Planetarium Authority, Sen Diego, 
California, San Diego Flencteriun Revere 


22, u/A/e2 
$. lo eee en cceccceseseesecesosses 
Santa Clare County Building Authority, Sante . 
Clare Coty, Californie, 1967 Bonds, i 
Series B: ~ . 
S908, TASOD. cccccccccccccccccccccececees 118,20 (75,000) 100 
CB, TASS3. .ccccccccccceresccccccccsscecce 97,300 . 35,000 99.76 
Offse-ting purchase and sale contrects 
resulting in ean unrealised profit in each 
security........... bn scocccoseseocecoocose 


{Continurd) - 6. 


Bas. Sagi: Hiss 
peer: a Wed Rocce 


Is. CONTRACTOR. CORITDENTS CRT AME HOT RECORDED TE A LEDGER ACCOUNT pom mmEY - (Contiomas). 
A. Por accows. of Respondent - (Continscd) : Mat- oe. mmity......--- 
hen t 


peveecssssceeses $ 13,000 $$ 7,000 § 116,175 $ n,ne 


. 
purchase art sale contracts resulting 3 
loss in sech security...--- wo so mia 8 100 


Appron- : 
Set Ledger imate Unrealized Meleted 
Debit Market Profit Good-Paith See 


Bat- Long, 
o. Exeupted securities: : 2G Position Balance Valuation {Loss} Deposit Rote 
trenton, Bew Jersey, Bev Boasing Authority $-1/2% (various waturities). AAA $70,900 959,782 $59,550 goes {s) 


tages to be used in éeterwining the charge against capital im accordance with Rule 375 (Capital 
Stock Exchange. ‘ " 
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p. I. duPONT, GLORE FORGAN & CO. 
ANSWERS TO FINANCIAL QUESTIONNAIRE, ETC. 


AS OF APRIL 30, 1971 


NOTES: : ' 
1. On March 17, 1971, agreements, as amended May 10, May 14 and 

July 6, 1971, were entered into by and among F. I. duPont, 
Glore Forgan & Co., a New York limited partnership (the 
"rirn"), PHMFG Ccrporation, a corporation organized under the 
laws of the District of Columbia, and its successor, PHM & 
Co., a Texas limited partnership (collectively called "PHM"), 
each of the General Partners and each of the Limited Partners 
of the Firm, most of the Subordinated Creditors of the Firm 
ard most of the Pledgors (collectively called "Parties in 
Interest") which provided, among other things, for the g 
following: ‘ 


(1) A corporatio.. (the "Corporation") to be formed to 
acquire, as of the close of business on April 30, 
1971, as a going concern the business previously 
conducted by the Firm. — 


(2) PHM to furnish such capital to the Corporation as 
is necessary to meet the net capital requirements 
provided by Rule 325 of the New York Stock Exchangs, 
and to receive substantially all of the Corpora- 
tion's common stock. 


(3) The Corporation to acquire all of the Firm's assets 
(as defined), to assume the Firm's liabilities 
(as defined) and issue securities of the Corporation 
to the Firm for the benefit of the Parties in 
Interest for "net value of transfer" (as defined) 
of the Firm as determined by an examination per- 
formed by independent certified public accountants 
as of April 30, 1971. ‘ 


(4) An acquisition settlement period of no more than 
three years, during which time the amount of 
the Corporation's securities issued to the Firm 
is to be adjusted for.subsequent happenings 
which effect the "net value of transfer". During 
such period, the securities issued to the Firm by 
the Corporation are to be held by an escrow agent. 


In a related agreement, the New York Stock Exchange agreed to 
indemnify PHM for the amount, if any, by which the “adjusted 
net value of transfer" (as therein defined) is a negative 
amount. Such indemnity is not to exceed $15,000,000 and-is 
effective after PHM invests a total of $40,000,000 in the 
Corporation. ’ a 


The above answers to financial questionnaire of the Fimn do not 
give effect to the acquisition of the assets, assumption of 

_ ]Asbilities, the issuance o® securities by the Corporation 
for the capital provided and for the "net value of transfer", 
and certain other transactions, which were provided for in the 
aforementioned agreements. : 


2. Reserves in the amount. of $42,000,000 have been provided for 
possible losses in connect.ion with securities differences, 
Customer accounts in deficit and receivable items in dividend 
and suspense accc.nts. The actual amounts of the losses for 


ewes. _(Contirmed) - 8. 
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F. I. duPONT, GLORE FORGAN & CO. 
ANSWERS TO FINANCIAL QUESTIONNAIRE, ETc. 


AS OF APRIL 30, 1971 


- NOTES - (Continued): 
which the reserves have been provided are not determinable .”.til 
research efforts with respect to approximately $29,000,000 of 
short securities differences, $26,000,000 of deficits in cus- 
tomer accounts, and receivable items of $21,000,000 in divi- 
dend accounts and $20,000,000 in suspense accounts have been 
completed. Any excess or deficiency of such reserves as sub- 
sequently determined during the acquisition settlement period 
4s to be applied as an adjustment to the amount of securities 
as initially issued based upon the determination of the "net. 
value of transfer" of the Firm as of April 30, 1971 (see Note 1). 
All costs and expenses relating to the research and realization 
of the above-mentioned items during the acquisition settlement 
period are also to be charged as an adjustment to the amount of 
such securities issued. 


3. There are lawsuits pending and additional lewsuits have been 
threatened, the ultimate outcome of which is not presently | 
determinable. No provision has been made in the eccompanying 
ansvers to financial questionnaire for losses and/or expenses. 
which may arise in connection with such lawsuits. 


- 


oe 4 : . 
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: 


gape * 


The Corporation has a number of lease commitments. The eggre- 
gate annual rental approximates $5,836,000. 


The Firm has an agreement with Electronic Data Systems Corpora-- 
tion providing for electronic data processing services and 

_ supplies to July 31, 1978. The minimum annual payments 
required under the agreement aggregate $9,600,000. 


The Firm had a liability at April 30, 1971 for drafts deposited 
for immediate credit in the aggregate amount of $1,552, 287.31. 


- The Firm records lost stock certificates, which had been mailed 
to customers, upon receipt of the following proof of loss: 


(1) An affidavit of non-receipt from the customer. 
(2) A notice of “stop transfer" from the transfer agent. 


As of April 30, 1971, there were lost stock certificates having 
a value of approximately $650,000 which had not been recorded 
because either the notice af "stop transfer" or affidavit of 
non-receipt had not been received. In addition, there were 
lost stock certificates having a value of approximately 
#540,000 which had not been recorded because, although e@ 

letter had been received from a customer indicating non-receipt 
of the securities, neither a notice of "stop transfer" nor an 
affidavit of non-receipt had been received. yo . 


Losses, including provisions for reserves as explained in Note 2 
above, have eliminated substantially all of the predecessor 
partnership's capital and subordinated borrowings. Replies to 
audit confirmation requests have not been recej ved with respect 
to the accounts of 71 general partners, 25 limited partners - 
and S subordinated lenders. co 


S. The answer to Question 6A includes all accounts designated as 
cash accounts by the Respondent other than accounts explained 
in the following paragraph, accounts combined and reported in 
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ANSWERS TO FINANCIAL QUESTIONNAIRE, ETC. 
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NOTES - (Contimed): . : 
accordance with General Instruction B-6, unsecured sccounts, 
accounts with credit balances having »pen contractual commit- 
ments, and accounts with free credit telences, vhich are 
included elsewhere in the answers to Ques.ion 6. A valuation 
reserve has been provided for accounts considered doubtful of . 


collection; such reserve is included in the ansvers to 
Question 13. 


In accordance with a letter received from the New York Stock 
Exchange dated July 23, 1971; as supplemented by a ‘ 
meeting held at the New York Stock Exchange on July 27, 1971, 
cash accounts governed by section 4(C) of Regulation T of the 
Board of Governors of the Federal Reserve System which 
arithmetically liquidated to a deficit as of April 30, 1971, 
after application of collections for the period May 1, 1971 to 
July 16, 1971, were reclassified from Question 6A to 6C. 


Answers to Questions 6C and 10 include security valuations of” 
approximately $478,000 and $460,000, respectively, 7 
fair value as determir= ¥ the Firm. 


_The valuation of security positions in trading and investment 

' _ gecounts of the Firm include 100,000 shares of Electronic Data 
Systems Corporation common stock having an aggregate market 
value of $6,100,000 which were unregistered as of April 30, 
1971. The shares were registered on May 14, 1971 and sold 
for $6,100,000 on May 17, 1971. Such securities have been 
included as readily marketable in the foregoing answers to 
financial questionnaire. 


In connection with its acquisition of the assets of Hirsch & Co. 
on July 2, 1970, the Firm agreed to pay to each of three former 
principals of Hirsch $25,000 per year for life. No provision 


. has been made in the foregoing answers to financial question- 
naire for this commitment. 
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The term "exempted securities" has been used herein to designate 
securities exempt from registration under Securities Exchange 


Act of 1934, otherwise than ' action of the Securities and 
Exchange Commission. 


The valuations of customers' securities in segregation or safe- | 
keeping have not been included in the foregoing answers. The 
Respondent follows the practice of automatically recording 
segregation instructions for all securities purchased in cash 
accounts whether or not such purchases have been "paid for". 

As a result, since the market valuations of securities long 

in cash accounts (Question 6A) does not include the value of 
securities for which segregation instructions have been 
recorded, the valuation shown may not bear a reletion to the 
ledger balances. The segregation instructions recorded for 
securities which have not been "paid for" may result in 
excessive segregation requirements which may effect the answers 
to Question 6G, accounts with free securities not segregated. 


The Firm owns all of the outstanding common stock of F. I. duPont, 
Giore Forgan & Co. 8.A.; duPont, Glore Forgan Incorporated 
(neme changed to Glore Staats Gonporetioni: Francis I. duPont, 
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FP. I. duPONT, GLORE PORGAN & “%. 
ANSWERS TO FINANCT.L QUESTION AL, ETC. 
AS OF APRIL 30, 1971 ‘ 
NOTES - (Contirmed) :. ei ee 
, A.C. Aliyn, Inc.; Hirach & Cn. Incorporated; Hirsch Nominees 
Corporation, Hirsch & Co. S.A.R.L., Hirsch & Co. G.m.b.H., Hirsch 
é Co. S.A. and Francis 1. duvont (U.K.) Limited. Francis I. 
duPont, A.C. Allyn, Inc. owns all of the outstanding stock of 
duPont, Glore Forgan Municipals, Inc. 


The net capital in excess of minimum required by the New York 
Stock Exchange comp:*«*i in accordance with Rule 325 for 
Francis I. duPont, ©.3. Allyn, Inc. ($238,401) and Hirsch & Co. 
Incorporated ($169,537) is considered as additional "net 
capital" of the Respondent for Rule 325 purposes per letters 
from the New York Stock Exchange dated June 19, 1969 and 
August 13, 1970, respectively. . : 


cd 
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- I. duPdO LORE FORGAN & CO. 


SUPPLEMENTARY SCHEDULES (PART ITI) 


a 


Schedule 
Title of Schedule 


Securities positions in customers! partly secured accounts... 
Non-exempted securities positions in capital accounts........ 


Securities positions in alata and investment accounts of 
Respondent : 
Exempted securities: 
Securities segregated under the Commodity Exchange Act 
or deposited as margin or guarantee on future commodity 
contracts, or with clearing organizations incident to 
membership letece 
United States Government obligations, agencies and 
sponsored corporations........eesececeececees baa glass te 
Error accounts. 
Other exempted securities. wa eases cee eee eslcas cue kee cea teaes 
Non-exempted securities: 
EXTOP OCCOUNEE .«. ss 050055 ots banana udu ae wae er eee ee 
Other non-exempted sOCurvities....ccccscccccscccescesccass 


‘Borrowings reflected in the answers to Part I which are 
- ‘unconditionally subordinated to-all claims of general 
creditors pursuant to written agreements tadeeee 


Liquidating statement of future commodity accounts........... 


Market valuations of the total long and total short future 
' contracts in each commodity carried (exclusive of offset- 
ting long and short positions) for customers, including bona 
fide "trade" accounts, and information to permit compita- 
-tion of the requirement of 1-1/2% provided in Rule 325. 
(Capital Requirements)... 


Accounts in which a general partner of the Firm has an 
interest (Item (a) (11)).. 


Accounts ‘carried ‘by other brokerage houses in which a seers? 
partner has an interest (Item (b)). eee tN aebcee 


“4 
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\Pa As fofOrr, Otome roan cp, 


ANSWERS -TO PANT I WHICH ARE UROORDITIONALLY SUBORUIMATED 
GERERAL CREDITORS PURSUANT TO VRITTER ACREPEINTS 
T 7 


@et=-t, Tiere Porgen Ine. - wholly-owned subeid- 
str. sated July 2, 1970, expiring July 1, 
ST Levccccccrccccccesccceterecsccececsescceres @ 2p116,799.58 
¥. =. dutent, A. C. Allyn, Ine. - vholly-ovned 
witelitery, dated July 3, 1970, expiring : 
TEMTAP WN, WTLecccccccccccsscccvcccrccssccs 2,690,565 .80 
Keo 4. Allyn - parent of general partner, Long positions - non-exampted seouritice: 
ie Towa Pblie Servios.........6.2- 
r7c4 wagust 25, 1970, expiring august 25, nwtate fort! Indiana Public Service. 


tery 
we Bec eeeveeasestereseneceerecorsececssseeeese 


’ Total oo ccccceccvccscecceccncsscccccesseecsosnccesccees 


G. asther Behrmenn - former e=ployee, dated 
omar, &, 1971, expiring July 3, 1972........ 25 ,000 .60 
Jo” 14. Trogan = employee, dated Jeary %, 1971, 
OCRNIR HG DUS 3, USTs ic icccccccccccceecececes 30,008 00 
AL verter J. formen - employee, dated Jeruery “©, 
sf7L, eepiring July 3, 1972... ccccecccscceccs 10,000.00 
P. E. &. Corporation - ewbordinated lender, Long positions - tempted securities: 


tt Ages ’ ais F Benks for Cooperetives, $.708, due 6/1/71........006 $2,000,000 100 
iti Sheet CERN 8 ESC mit nowt Pederal Intermediate Credit Banke, 3.65%, due 1/3/7? 8,300,090 Pe 


Pa:4olrt: Ouggenhetser, Jr. = retired general | 
Doster, dated Jeary &, 1971, expiring P ' 
CSey Sp UD eeecesccesesceccets 67,000.00 |! 
Syord Sirech - employes, dated darwery %, 1971, i 
Oxplessg GUL 2, UN72.ccccccccccccsccecsveccccs 752,181.92 j 
CA:: Tord Mellender - employee dated Jamary &, | 
| 

' 

! 


Long position - exenptéd security: : 
Olean, B. Y¥., C.8.D., $.4O6, due 4/1/O0.....ccceces. AA 


71, omptring July 3, 1972-ccccsccsceseceescs 10,000.00 
Pil L. “ohne - retired general partner, dated 


Long “celtions - exempted eeourities: 
Chicago, I11., Tax Anticipation Wts., 3-3/A@, S/L/72 
Connecticut, Exp. .0., bey aioe ue WI/76...eceeee 
Connecticut, %.20%, due 11/1/86........, 


aniary &, 1971, expiring July 3, 1572 on or 
siter July 2, 1971 the lender shall be 
entitled to withdrew from the eccount cash 
:.1/o> securities equal to 74 of the "net 
CAPLEGL VALUE. .cerecceccrerccccesevececsccees 


Maryland, 3.40%, due S$/15/80......cccececscsecvcceves 


AAA 
AMA 
New Mempehire, 3-1/2%, Que 2/1/78. ....eeceee coe AAA 


AA: 


| sue 

| Deroee AM 
i 

| 


(Continues) 


a — 8. Mundwim - retired ganerel 


@aneral partser, 
3 Jamsary ©, 1971, expiring July 3, 197?.. 
‘asad States Trust Co. of Rew York, Trustee for 
“ita F: J. duPont & Co. Retirstent Pund 
“=1ter egrccernt dated July 16, 1970, repayeble 
PAZ Fo PIT cccccccvcccentecccsccccvesecccocs 


&. Stel tor Btevert, Trustee for the exployee 
“rs' 3, Gatel Jeruery 1, 1959, aaturing in the 
saitt. lar yoer In which notice is served at 
‘eas’. 81x gontho prior to the close of such 
R14. MP JOOP. ccessccccrccccceccesersesscecce 


4.cr.*, Laird Securities, Inc. - subordinated 
Lond: p, dated Lovember 3, 1969, due tne 100th 
‘ng following vritten notice by either parties 
fro7. ted that the ezpireation date shell not be 
carillon than September 30, 1976......c.ccersee 


‘Tent., Laird Securities, Ine. - subordinated 
pet, A/C #1. Hrynol4s duPont, due six months 
‘Spot, iewand 

¢ilont, Laird Sourities, Inc. - subordinated 


tantr, A/S @2 Richerd duPont, quo six months 
BES. PMO. cc ccesccccccccccececcsessciccccece 


| Pot, Laird Securities, Inc. + subordinated 
wun, AVC #3 F. Garney Thompson, due six 
fon'!.9 wpon demand 

fice, Laird Sucurities, Inc. - subordinated 


tense, A/C # Tattall Orhool Ine., dus six 
FMD UPON GMBtdd. cece cccccocerecrcssseeses 


OOPS CREO arenes esesseEDooeessereeee® 


ee eeesoersecresersesesseeeeee 


¢iPout. Laird Sccurities, Ine. - subordinated 
let @, AVC # Alfred GuPont Dent., due eix 
BOD GPO GMBN..csccccccesccsscessseresece 


@.Pout, Laird Socuri.ies, Ine. - subordinsted 
lewive, A/C #6 Prances Swan Laird, due six 
TOLD UPON GMM... cece ccccccecsccerevcvecee 


éuPon*, Laird Securities, Ine. - evbordinated 
Lerdar, A/C #7 Clenden Land Co., due six 
PON NG WHOM GewONG..ccrssccccoccssseseevevcees 


. cufont, Laird poypdareres | Ine. © subordinated 


luniop, A/C #0 Samuel GuPent, due six 
FIO LD UPON COMA soe rersrccscccccerreceueeens 


3,752,948 .67 


1,006 ,360.10 


1,078,723.10 


600 ,007 .60 


133,742.96 


13,370.15 . 


1,03 ,000.00 


We 42S WS 


463,730.00 


Ro published market 


quotation is availeble, 


‘ Long peeitions - non-exampted securities: ‘ 
+ AtL. Richfield Co. $3 Cv. PEA. .cccccccccscerecevenee 200 122 
-Tootele Roll Industries.....-serccsccscscvescesesees gt ae v7 


TOCAL . coccccccveccccccevectevcesccecscvessesscocceccs 


; ‘ 


, ore position « Non-exeupted security: 
Wilmington Trust Co..scsessseeesevernsreeccrescesees 


Total non-exempted svourities 


TOTAL. cosccerecscesevesrnsvesceegeeess 


Approximate market price and va)uation 


reprosent fair value es determined by the Respondent. 
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F. I. duPON?, GLORE FORGAN & CO. 


BORN IWINGS REFIECTED IN THE ANSWERS TO PART I, ETC. 
0, 1971 


Poe: 
28 
F< 


SUMMARY OF MARKET VALUATIONS BY PERCENTAGE 
CHARGE UNDER RULE 32S (CAPITAL REQUIREMENTS) OF THE 


NEW_YORK STOCK EXCHANGE 


PERCENTAGE MARKET AMOUNT 
CHARGE VALUATION OF CHARGE 
Bb cckceseciences S250 00 $659,242 
ES EE IOS 362,900 14,516 
: Ee a 133,000 3,996 
es -99,000 990 
0% 


a; 


» 


a. 


iy 


te gee bets, a. 
BAe st eRe 


Mae. 
Pe ear oe 
She FS eed 


= 
a 


@eeeeeoeeoeeeceaeeeaese 10,217,000. 
TOTAL. cous $13, 009, 370 $678,737 
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LIQUIDATI‘:s STATEXENT OP FU-URZ COMMODITY ACCOUNTS 


DRALERS: 
Regulated commodities liquidating to a deficit $ 0,002.30 1%.00 $ 23,400.00 § 16,7/6.30 
Ssn-rssguleted commodities: 
Accounts liquideting to en equity....... . 764.40 3,929.00 
Accounts liquidating to a deficit... 79,836.96 4,038.73 33,873.72 
Accounts vith unsecured debit balances........ 100,254.92 : 


100, 284,92 


CUSTOHERS' ACCOUNTS: 
Peguleted commodities: ‘ 
Accounts liquidating to an equity....:...0. $5,037,348.98 1,304,917.50 6, 23%, Sue. 26 
Accounts liquidating to a defleit..........5 9515. 140, 212.60 185,679.73 111,266. 78 
Arcvantes with free credit belances.........+ 1,071,675.63 1,071,62$.33 
Nor-regulated commodities: ‘ 
Accounts liquidating to an OQuity..cersscone we, 223.57 2,056,51S.19 $46, 680. 71 1,646,771.87 
Accounts liquidating to a deficit... 47,167.23 $0,156.60 $5,064.54 &7, %$.00 
Aczounte vith free credit balances...... fe 673,991.61 + 673,991.61 
Accounts vith uneecured debit bealences....... 272,373.64 : 272,373.64 


“DIFFERERCE” ACCOUNTS WITH CLEARING ORGANIZA- 
' TIONS: 
Regulated accounts...........cccesecescecececs 903, 795.75 903, 795.75 


Won-regulated accounte.........-.eceeees islawee 416,363.99 4 416,383.90 
*  DOTAL. ese eeeeeeetereceeees $1,982,963.02 $9,030,050. 61 £<,098,555.25_ $2,098,555.25 $563,012.38 $7, 630,098.37 
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"BL. 4uPONT, GLORE FORGAN & CO. 


MARKET VALUATIONS OF THE TOTAL LONG AND TOTAL SHORT FUTURE 
CONTRACTS IN EACH COMMCDITY CARRIED (EXCLUSIVE OF OFFSETTING 
LONG AND SHORT POSITIONS) FOR CUSTOMERS, INCLUDING BONA FIDE 

"TRADE" ACCOUNTS, AND INFORMATION TO PERMIT COMPUTATION OF THE 
REQUIREMENT OF 1-1/2% PROVIDED IN RULE 325 (CAPITAL REQUIREMENTS ) 
OF APRIL 30, 1971 


AS 


eT 
TOTAL MARKET 
VALUE OF 


... COMMODITY CONTRACTS...... 


COMMODITY ‘: LONG SHORT_ GREATER 


COtElS uc ics cece ssc aces 
COGOE. so na cece ccs cece ces 
Copper. .cesseccscccccces 
COMM. 6 bc uae 


Flaxseed......-.eeeeeeee. 
Frozen concentrate 
orange juice..... 


" Pome. vcs vee sce 


Oats....-- 


eeovoeeee 


Sie GULitha.....;+--: 
Potatoes..... Doge Ss 


Silver COUN Gs vec cccccess 
Scy beans...... 


Swiss es... gc, 
Wheat .< e@eeeve eeevereeeeaeeee 


$ 1,554,017.50 


1,666,536 .00 
1,004, 987 .SO 
5,796, 275 .00 
8,128, 060.00 
719,460 .00 
94,072.50 


1,017,330 .00 
18,300 .00 
588,075 .00 
684,472.50 
236,106 .00 
147,412.50 
403,950.00 

- 729,550.52 
4,552, 389.00 
103, 050 .00 
14,550 .00 


10, 220,890 .00 
309, 350 .00 
:§, 826,556.25 
1, 217,435 .00 
657,456 .00 
1, 360,732.80 


2, 244,556 .25 


$1,697, 740 .00 
619,460.00 
392,825 .00 

2,039,675 .00 
9,837,505 .00 
712,593.00 
50, 700.00 


843,465 .00 


110,375 .00 


1,191,112.50 


97,650.00 

- 103,956.25 
5,300 .00 
497, 260.36 
4,326, 282.00 
1,777,550 .00 


202, 286 .25 
1,013,660.00 


5,689,556.25 


376,710 .00- 


1, 275,618.00 
221, 256 .00 
46, 890 .00 


$ 1,697, 740.00 


1,666,536 .00 
1,004, 987 .50 
5,796, 275 .00 
9,837,505 .00 
719,460 .00 
94,072.50 


1,017,330.00 
18,300.00 
$88,075.00 
1,191,112.S0 
236,106 .00 
147,412.50. 
403, 950 .00 
729,550.52 
4,552, 389.00 
1,777,350 .00 
14,550.00 
202, 286.25 


10, 220, 890 .00 


309, 350 .00 
$,826,556 .25 
1,217,438 .00 
i, 275,618 006 sf 
1, 360,732.80 

46, 890 .00 


$77,118.75 __2,244,556.25 


GOPML. ces inerccteccctsccsaressesceses MAMAN A GD 
1-1/2% OF TOTAL.......---s0-eeeeeeeeeres $812,958.24 
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. | F. J. duPONT, GLORE VOW & 0. 
ANSWERS 10 FINANCIAL QUESTIONNAIRE AS OF APRIL 30, 


1971 


SUPPLEMENTARY INFORMATION REQUIRED BY 


HE NEW YORK STOCK EXCHANGE FOR COMPUTATION OF 


"NET CAPITAL UNDER RULE 325 (CAPITAL REQUIREMENTS) ) , 


(a) Revised amounts in customers’ accounts reported in answer to 
Question 6(c) after application of current outstanding margin 


ealls: 


Approximate Market Amount 
of 


Ledger Balance .....Valuation.... 
Debit Credit Long Short. Charge 


Customers' partly 
secured accounts 
reported in Sched- 


ule 1 of Part II.... $1,394,998 $149,226 $1,138,024 $905, 


Deduct - Accounts 
becoming fully 
secured after appli- 
cation of current 
outstanding margin 


368 $370,280 


calls.... ee 52,670 5,890 62,328 _37,050 18,698 


Revised amcunt of cus- 
tomers' partly 
secured accounts.... 


Revised amounts in c 
Question 7(b) after applica 
calls and excess equities in related accounts: 
Regulated accounts: 
Liquidating deficits reported in Schedule 11 of 
Deduct - Current out: tanding margin calls and 
_ excess equities in related accounts.... 


Revised amount of liquidating deficit......-- sccae 


Non-regulated accounts: ee te 
Ligquidating deficits reported in Schedule 11 of 
Deduct - Current outstanding margin calls and 

excess equities in related accounts.....-+-+++« 


Revised amount of liquidating deficit....-+-++s+- 


(B) Cash required after application of current outstand- 
ing calls for margin or other deposits: 
(2) To provide margin in customers' security 
accounts in accordance with the maintenance 
. requirements of Rule 431 (Margins) after 
application of "when-issued" and other open 
contractual commitments, exclusive of bona 
fide cash accounts, joint sccounts in which 
the Respondent has an interest, and accounts 
IM dETECLE.. cc ccccccccceccncscecccrseresceres 
. (5) To provide margin in customers' commodity 
accounts al to the standards set in 


Rule 325 (dapital Requirements) exclusive of 
liquidating GeLicits..cccccsecescasesersseses 


(6) ‘To provide, in accordance with Rule 325, an 
amount cqual to the total of credit lines 
gréntad on ope: comnoulty cuntracts in 

trade” QACCOUNES..... ec ecereccecceeecseseses 


$111,986.78: 


111,986.78 


$ 47,745.03 


46,395.63 


$ 1,349.40 


° 


$635 286 .00 
$151..56).00 


“y g 


ee 
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FP. I. auPONT, GLORE FORGAN & CO. 
ANSWERS TO FINANCIAL QUESTIONNAIRE, ETC. 
AS OF APRIL 30, 1971 


(I) Financial obligations of partners: 
(1) Borrowings of cash included in amount reported in answer 
to Question 11(B)(2) - see Schedule A. : 
(2) Borrowings of $20,000 or more not included in the answer 
to Question 11(B) - see Schedule B. 


In accordance with the provisions of Rule 325 (Capital Require~---— 
ments) the Respondent desires that, where indicated, the mar- 
ket valuations of the securities shown in the answers to 
Question 14, Part I, and in the schedules of Part II be 
included in capital on a basis better than 70% thereof. 


Confirmations were not requested as to thirty four accounts of 
customers who were traveling and four hundred eighty two 
customers' accounts in litigation. All mail for customers 
who were traveling is being retained by the Responderit in 
accordance with Rule 409 ef the New York Stock Exchange. 


< 


x 
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(Concluded) - 2. 


Eu: GuPOWT, OLORE PORDAS 85, 


FINABCIAL, OBLIGATIONS OF PAETEEIS ; 


BORROWINGS OF CASH INCLUDED IN THE ANSWER TO QUES“TON 11(B)(2): 


as ci seul abeecossscncoensne omen necesnetea ve cmsee rere oes se *° 98ST 


‘Carlton M. Collins..cccrerseesster 
Philip W. Davis....ccceecessoveres 
Poster Devereux.. ecccccccce 
A. Fivett GuPont....ccccsseesvecess 


James J. Dunscich....csesererveees 
Robert C. Dunwoody....ssecesserese 


George W. Elwell..csccesseserees 
Donald Ferinella....scccssessseres 


Thornes Franges..ccceer 

Gordon D. Gaster..csesccsdecereces 
BALL Gardiner....cccrcsceeresescose 
R. Wayne Homens..ccsceresoceecrres 
Duncan GO. Jensby..sssceseccesseess 
John W, Large..ccccccessocccvsvees 
Donald D. Lareonsecessscscseeseore 


eeoeeeeeeteee 


eeveveesseeee 


Richard J. Piliero.....ccesscsrees 
Harold Sandatrom...cscssesccserses 
Wallace W. Toople....coscecceseces 


L. Donald Yarkin....-csscsesseeees 


Maine National Bank....-+sscscssessseeere? 
¥. I. auPont, Glore Forgan & Co.....- 

F. I. duPont, Giore Forgan & Co... 

Pp. I. duPont, Glore Forgan & Co... 

Marine Midland Trust Co...+-++++r+rs 
Francis I. duPont, III..+cscessrsercerscess 
Thomas Murrell duPont....-srecesrerrrrsee® 
Harris Trust & Savings.....+--+++. 
Morgan Guarenty Trust CO. ccccccscsecseres 
First National Bank of Boston...++«-+s+s+ 
F. I. duPont, Glore Forgan & Co.ss..«erres 
National Newark & Essex...-.s-sersesseeee” 
PF. I. duPont, Glore Porgan & Co..4.--eeee% 
F. I. duPont, Glore Forgen & 

First Mational City Bank....+-++++ 

F. I. duFont, Glore Forgan & Co....+- 

P. I. duPont, Glore Forgan & CO..+++s- 
Catherine Davidovitch...++-+serseess 

P, 1. duPont, Glore Forgan & Co.-:--- ° 
United Bank of LakowO0d...sserereesreeeres 
Harris Trust & Savings... +ecssr-erceeese® 
F. I. duPont, Glore Forgan & CO.ssseeseee 
National Bank of Saraseta...ss-errsrrerrs® 
vy, I. duPont, Glore Forgan & Co. 

P. I. duPont, Glore Forgan & Co... 

PF. I. duPont, Glore Forgen & CO.css 

The Central Jersey Bank & Trust Co...- 

FP. I. duPont, Glore Forgan & Co..+.++++++s 
F. I. duPont, Gicre Forgan & Co 

First Mational City Bank...so-resscrererees 
County Trust Co.cesscecersecrerseresesees® 
Alice W. Smith....cesccscercvrecesceessre® 
Mational Nevark & Essex Baiik...++eressrees 
Irving Trust Co..s.-essercescscenrerreses® 
Manufacturers Hanover Trust Co...ccesesers 
PF. I. duPont, Glore Porgar:'& CO..se+-ceree 
F. I. duPont, Gloro Porgan & CO...secseees 
Miemi Beach First National Bank...seseeere 


A - Payable July 1, 1971. 
B - Payable August 1, 1971. 
® ~ Date of expiretion unavaileble. 
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DATE OF 


Septeaber 1, 1971 
8 


B 

1, 1972 
March 31, 1972 
December 31, 1971 


January 75, 1972 
September 6, 1971 
5 
July 27, 1973 

Demand 


December 31, 1971 
july 21, 1971 
* February 20, 1972 
August 11, i971 
5B 


A 
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- LT. 4uP0 LORE FORGAN & CO 


OBLIGATIONS OF PARTNERS 


FINANCIAL 
AS OF APRIL 30, 1971 


BORROWINGS OF $20,000 OR MORE NOT INCLUDED IN THE ANSWER TO. 
QUESTION 11(B): ‘ 


VALUATION 
: : OF 
BORROWER : AMOUNT COLLATERAL 


Warren MOIR. os 5 oo 60 oko ohio dens re me | 62,300.00 
Robert M. Anderson......... ihe’ . 4S, 000 .00 
Howard G. Berg.... seus ;: 34%, 000 .00 
SOR CO. CLAP. a ccccceces (oaeweedenes 20,000 .00 
ALEVOG RK. GUPORE .ccccccveseses 137,000.00 
17,955,399 .23 
Edmond Rhett duPont....... ' - * 440,423.45 
’ Peter R. duPont... oneas ° 137,000 .00 
George W. Fellows............ Cctseenccccesia ° 25,000 .00 
Stanton W. Prederick, Sr 155,000.00 $350,000 
Stanton W. Frederick, Sr........... oe 224,000 .00 
Roger D. Gabbert.... Windeseeous 42,600.00 
‘ : 46,000.00 
Stephen 8S. Head sebee - 25,000.00 
20,000.00 
Stanley A. Jacobson........... dategess . 28,000.00 
Jane R. Larkin........ Jeenieweuens ‘ es 20,000.00 
Frederick W. Leich... 100,000 .00 
William W. Madden +e seanee 20,500 .00 
‘ 35,000.00 
. Richard McDonald.......... ‘ 20,000 .00 
_ Charles Moran...... onkwas . 91,172.98 
Donald Mutterperl............ Jewaes wens ‘ 45,000.00 
Donald Mutterperl (A). Leeseue dex Li 216,100.00 
Donald Mutterperl (B) seen senteeas 19,000.00 
Donald Mutterperl (C)...........00. ee ‘ 16,000.00 
Norman L. Padgett...... ceeee ‘ : . 29,000 .00 
Alfred Rauschman.......... hae ces 28,600.00 
Guido Sclafani.... . 20,000 .00 
Gough W. Thompson.......... . 142, 200.00 
Williom A. Victor......cscersse 21,500.00 
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(A) Subordinated borrowing from Martin Mutterperl. : 
B “7 _* " Nancy Mutterperl. 
Cc * * < ba " F. is duPont, Glore Forgan & Co. 


The purpose of these borrowings was to finance the purchase 
of his membership in the American Stock Exchange. 
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Sussecr Fite No. 


HASKINS & SELLS ant NEW YORK, December 16, 1969 
‘4 ; 


MEMORANDUM : 


MEMORANDUM _OF MEETING WITH NYSE - DECEMBER 16, 1969 


On December 16, 1969, we met with representatives of 
the New York Stock Exchange to discuss the Francis I. duPont 
Answers to Financial Questionnaire as of September 28, 1969 and 
the computation of Net Capital under Rule 325 relating thereto. : 
Present st the meeting were: Paul Chenet, Joseph Kaspareck, and~ od 
Kevin Upton from the New York Stock Exchange; Samel Gay and gl 
Milton Speicher of Francis I. diPont; Edward Lill and Eugene™. 
Ponstein of Haskins & Sells. Mr. Robert Bishop of thé New York 
Stock Exchange joined the meeting after preliminary discussicns 
were completed. -~ hee ee ‘ ene 


The first matter discussed was the item shown in the 
response to question four "Dividends receivable on securities in 
fail to receive on dividend record date" showing a short value of 
$8,138,544. The Exchange inquired as to the nature of the item, 
particularly as to whether the securities were open in fail to 
receive on the audit date. Francis I. duPont and H&S responded 
that althoug 1ome of the positions may have been open in fail to 
receive on audit date, most were not open and repeated that, 
as the car... indicates, the short positions represented stock 
dividends r-weivable on positions which were open in fail to 
receive cn the dividend record date and not necessarily open on 
the audit date. The Exchange stated that the ertire amount of — 
$8,136,344 would be charged against net capital for Rule 325 pur- 
poses and inquired further as to how these items differed from 
any other stock dividends receivable. H&S responded that the 
items making up this balance were identifiable to security posi- 
tions open in fails and therefore identifiable as to broker from 
whom ccllectible; other stock dividends receivable are not 
identifiable to other brokers and, in many cases, the customer 
or broker from whom collectible has not been determined. 


“The second matter discussed was the charge in connection 
with customer accounts; that is, charges for customer partly . 
secured accounts, unsecured eccounts, and margin accounts requiring 
additional margin. The Exchenge inquired as to the progress being 
made in reducing these items. Mr. Gay responded with a report cn 
the progrems established to "clean-up" the items, the progress 
mp—made to date and the estirated dollar amount of reduction to date . 
i he penalty amounts shown in the questionnaire. The Exchange 
Neon 9 tua 


urged that continued efforts mst be made in this area. 


oer’ 
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The third matter discussed was dividends receivable 
(cash and stock). The Exchange stated that the "Non-Current” 
amounts (open for 30 days or longer) were charges against capital 
and inquired as to the progress made in reducing such nor-current 
amounts. Francis I..duPont and H&S responded that it was under- 
stood that these amounts were charges egainst capital and Francis 
I. duPont further responded that progress was slow in this area 
and future progress would continue to be slow because of the large 
amount of time required to research each item and the tremendous 
number of individual small items comprising the open balances. 
The Exchange did not pursue this item any further ‘at this point. 


The fourth matter discussed was "count differences" ° 
The Exchange inquired as to the progress made to date in locating 
the differences and reducing the amounts reported. Mr. Gay re- 
sponded with a brief report on the programs established to reduce 
the differences and the progress made to date. 


The Exchange then applied the retuations in capital 
charges arising from the reductions referred to above, to their 
capital computation to determine the approximate present — 
deficiency. Mr. Bishop then entered the meeting. 


The previous discussions were summarized for Mr. Bishop 
and he expressed concern that Francis I. duPont was still not 
meeting Rule 325 Capital Requirements by a significant amount and 
inquired as to how this situation was to be remedied. He specif- 
ically inquired as to what the "duPont-Laird” arrangement involved. 
Me. Speicher briefly described the arrangement and indicated that 
it had been reviewed with Exchange counsel by Francis I. duPont 
counsel. Mr. Bishop then inquired as to the significance of the 
$20,000,000 amount stated in the footnote of the Questionnaire and 
asked that the footnote be read aloud. After the note had been 
read he was satisfied that the $20,000,000 amount was described as 
the maximum amount of capital that could be provided by duPont- 
Laird and that $1,000,000 was described in the footnote as the 
actual amount of capital provided by duPont-Laird at the audit date. 


The discussion then covered the overall causes of . 
Francis I. duPont's capital deficiency and centered on the fect _ 
that the main causes were the large penalty charges for dividend 
debits and dividend short positions which were non-current (dver 
30 days old) together with the large penalty charges relating to 
deficits in customer accounts. Mr. Gay stated that he believed 


* MEMORANDUM - December 16, 1969 


the charges relating to customer accounts could be substantially 
reduced in a relatively short period of time but he could not see 
a substantial reduction in the dividend area in a short period 
of time. H&S then stated that it was unrealistic to charge 
dividend receivables over 30 days old against capital in that, 
in the normal cycle, it took mich more than 30 days to make an 
appropriate dividend claim and to collect the claim. It was 
further stated that if the 30 day period was to be the criteria, 
the period would be shorter than the normal business cycle for 
dividends and therefore credit should be given for the dividend 
credits and long positions open in dividend accounts; the theory 
being that if an arbitrary cut-off is epplied in the middle of a 
normal business cycle there would be open debits and shorts which 
were not cleared as well as open credits and longs which were not - 
cleared and, if a charge is to be made for uncleared debits and 
shorts, credit should be given for unclear i credits and longs. 
Although the Exchange did not refute the theory; they believed 
that the 30 day period would continue to be used and no credit 
would be given for credits and long positions. 


H&S then stated that large brokers could not be expected 
to meet capital requirements under present day conditions if suca 
charges are to be made for short dividends without application of 
open long dividends and long differences against such short divi- 
dends. There was then a discussion of how long differences re-~ 
lated to short dividends and the discussion was led into the 
broader subject of how the long differences related to the short 
differences even in cases where the long and short was not the 
same stock. The discussion went into various theories, including 
a discussion of tne fact that many of the open items in dividend 
accounts represent errors and are much the same as count differ- 
ences and therefore, it is not unusual for a long difference to 
be the offset for an erroneous open short position in a dividend 
accourit. After the discussion the Exchange expressed agreement 
that there were relationships tetween such long differences and 
dividends and the short differences and dividends. Mr. Bishop. 
then stated that the Exchange would not apply or give credit for 
such longs in the Rule 325 Capital Computation but Francis I. 
duPont should avail themselves of tne capital benefit of the longs 
by liquidating the long and short differences or wherever possible, 
applying in Francis If. duPont's records the long differences and 
dividends against the short dividends and differences. He said 


that he strongly recommended that Francis I. duPont undertake such 


liquidation procedures to improve their poor ‘Rule 325 capital 
position. . 


eere 


December 16, 1969 


H&S then egreed with Mr. Bishop's conclusion and, as a 
further argument in this direction, suggested that the Exchange 
give consideration to the future problem; nemely, the long divi- 
dends arising in 1967 and 1968 will be conside:ed under the New 
York State Escheat Lews as uncleimed property which mst be tumed 
over to the state in 1972 and 1973 respectively, and, since many 
of these long positions represent the results of errors rather 
' than unclaimed property, the Exchange and member firms must develop. 
their theories that they are errors otherwise member firms will be 
absorbing the actual losses with respect to the short positions 
and not realizing any of the related gains on the long positions 
since such long positions will de turned over to New York 3tate. 
‘This would be a so-called "one way street" to the disadvantage of | 
member firms and the Exchange. ie: re : 


The meeting was adjourned with the understanding that 
Francis I. daPont usuld proceed to undertake liquidation procedures 
to improve their capital position. It was clearly understood that 
there would be a market risk in such liquidation procedures in 
that a customer or broker may subsequently cleim a liquidated . 
position. It was also understood that a similar market risk would 
be present if liquidation procedures were not established in that 
the unclaimed differences would be held for a year or two before 
being liquidated. . am 
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FRANCIS L QUPONT & CO. ONE WALL STREET, NEW VORK, WY. 10088 


MCMUERS NEW YorK STOCK EXCHANGE TELEPHONE: (23.2) 344-2000 


( C3 pi. zx. 251, pp. yore 


April 15, 1970 


Mr. Robert ¥. Bishon 
President, Director 

New York Stock Exchange 
Departnent of “ender Mirms 
4 New York Plaza 

New York, N.Y. 10004 


Dear Mr. Bishop: 


We have reference to your letter to Francis je 
du Pont & Co. (F.I.D.) dated Peoruary 2/!, 1970 with which 
you enclosed the draft of a starf memorandum, dated February 
2, 1970, which you propose to submit to the Advisory Committee 
of the Beard of Governors for its consideration. Before sub- 
mivting the staff memorandun, however, you have asked for our 
comments on the factual accuracy of the memorandum and for 
any explanation we feel is apprcpriate to provide 2 Proper 
understanding of our position. 


We wish to take this ooportunity to advise you 
thet representatives of our firm wish to appear personally 
before the Advisory Committee. if and when it considers the 
Staff memorandum. ‘ 


I 


The staff menorendun sets out on the first page 
the Problem as Yollows: 


"Did Francis I. du Pont & Co. violate Exchange 
Rule 325 (Capital Requirements) on June 30, 
culy 30 end September 28, 1959? Was there a 
continuing violation of this Rule from June 
30, 1959, until appreximately December 2h, 
1959?" é 


1. The short-form Questionnaire filed on August 6, 
- 1959 showed the firm to be in compliance with Rule 325 as or 


7 


Mr. Robert HM. Bishop -2- 


June 30, 1969, althoush the firm would hove been in technical 
violation* of the Rule-if certein additional charces had been 
made against capital, which charges were pointed out by the 


.Exchenge zxaminers durin3 their visit to ¥.I.D. Prom July 15 
throush September 17, 195) and which were included in their 
"Report on Visit to Francis I.-du Pont & Co.“ dated September 
39, 1958, forwerd2a with your letter to ur, dated November le, 
1999. During their visit, however, the Szaminers told Mr. 

San Gay of F.I.D. of the problem areas and the estimated 
amount of the additional charges. On Auzust 31, a full month 
before the formal Report vas received trem the Examiners, the 
firm was again in compliance with Rule 325, takinz the 
additional charges into consideration, as indicated in our 
letter to your Department, dated November 26, 1959. Any. 
technical violation, therefore, occurring on June 30 or July 
30 because ef the avvlication of additional charges against 
capital imposed boy the Exchange Exeminers, was corrected by 
the firm within dzys or informal notification on August 14, 
and et least a month before receipt of the formal Renort. 


November 28, 1959. This Questicnnaire, ‘which speaks as of “ 
September 28 1999, was prepared by the firm's independent 
auditors, swe comvatation o1 tne iirm ana its auditors 
showed F.I.D. to be in compliance with Rule 325, taking into 
consideration the additional capital received between 
September 28 and November 28, the date of filing. Shortly 
thereefter, however, we were informed of two additional 
charges to be made against capital. - The firm did not arree 
that either charre was appropriate and, in fact, one was 
subsequently eliminated upon your receipt of a letter from 
our outside accountants who reclassified that item. In view 
of the facts that our Cucstionnaire shoved ug to be in 
compliance with Rule 325 according to cur auditor's computa- 
tion and after the addition of capital from Cctober 1 to 
November 28, 1959; that reasonable men could differ about 
the appropriateness oz the charge; and further, that any 
capital deficiency caused by the additional .charge of 
approximately $2,000,000 t:as made up by December 24, 1989 


— 


¥the term "technical violation" is used throushout this letter 
to describe a condiition wnich was not known to FP:I.D. at the 
time it oocurred end which was corrected rorthwith when the 
fact of its existence was brought to the attention of the firm. 


2. F.I.D. filed its long-form Questionnaire on 
3 
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Mr. Robert M. Bishop q -3- 


at the latest, we submit that F.I.D. should not be deemed to 
hezve been in violation of Rule 325 on September 28, 1959. | 


3. As set forth in our letter to your Department, 
dated November 25, 15959, this firm was in compliance with 
Rule 325 on August 31, 19909, after taking into consideration 
the additions] charses ezainst canital about which we were 
informally told cn Avsust 14 by the SExchanse Examiners and 
about which we did not receive formal notification until. 
the Report of the Examiners, dated September 30, 1959. We 
by no means susiest that tinis date is the only point of time 
at which we were in compliance, for such is far from the case, 
but we specifically point it out because of our ahove- 
mentioned letter of November 26, 1959 and because the compu- 
tation set out therein contained the additional capital 
charges resulting from the Stock Exchanse examination. We 
submit, therefore, that there cannot have been "a continuing 
violation of the Rule [325] on June 30, 1959, until approx-- 
imately December 24, 1959." 


II 
Supervision of the Net Canital and the Cepital 


Raciy 25 wns peosTencs OF the Lire’s PFanancc Commsttes, wade 
up of senior members of the firm, meeting et least once a 
week. At eacn such meeting, and more frequently if required, 
the Finance Committee reviews tne firm's capital situation. 
In accordance with “his estabiished vrocedure, the Finance 
Committee met on Jusy 21, 1959 to discuss the conditicn 

of the firm in General and, in particulsr, to consider the 
capital situation in view of the large operating losses 
suffered durins the first part of the year. It was decided 
at this tine that the cavital or the firm should be increased 
by $5,000,000 from the General Partners. It was also decided 
thet a capital ratio of 12003 should be the goal of the firn 
and should be achieved 2s soon as possible. 


On July 24, 1959, Messrs. du Pont, Peterson, 
Speicher and Guy met with you and Mecsrs. Chenet and Fenton 
to discuss, among other thinss, 2 possible merger with Laird, 
Bissell & Meeds. At this meeting, Edmond du Pont, our Senior 
Partner, (du Pont) stated to you that it was the intentien of 
the firm to increase the contribution of the General Partners 

to the firm capital by $5,000,000 by August 31, 1909. This 


(O- ‘<.”. 
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commitment made to you by du Pont was fulfilled and the 
$5,000,000 wes received by, or committed to, the firm by the 
end of fusust. As a result of the raising of this and other 
additional capitol, the firm was in cospliance with the 
reguirensents of Rule 525 cn August 31, 1$99, as heretofore 
stated, even arter allowing for tne increased czpital charges 
resultinz; fr-m the Exchaage examination. 


Since that ‘tine, the Finance Committee has kept 
a cereful eye on the c2vital picture and the. Capital Retio. 
1200% is still the goal which we are making every effort to 
reach and maintain. — 


Be i 


- The exainineation of the accounts of F.I.D. as 
of June 30, 1959 did not teke place as the resvilt of what is 
generelly known as a “surprise visit". The Department of 
Member Firms had been informed by F.I.D. on July 14 of a 
proposed merger witn Laira, Bissell & Meeds of wilmington, 
Delaware. It wes in ccnnection with your anves ts ceea and: . 
subsequent approval or tnis mercer. (wnich, however, was 
never concunime ted) that the Exchonge fxsminers vaste ed F.I.D, 
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the starf memorindgum. (se wish to take tnis opnortunity to 
state to you that these Examiners were most cooperative and 
helpful in every way.) 8 

On August 13 or 14, one of the Examiners mentioned 
to Mr. Sam Gay, a partner of F.I.D., that the Examiners had. 
under consideration certain additional charges against the © 
Net Capital of the firm. No derinite figures were given to Hr. 
Gay, but the general areas under consideration tere pointed 
out to him. Tnis information was immediately transmitted to 
the othcr Manazing Partners of the fira who, realizing the 
serious arfect such additional charges misht have on the firm's 
Net Capital position, called a meeting on — fucgust 16, - 
1959. Du Pont was kept advised of the progress of the “meting 
by telephone and was informed that it was the nities of the 
Manazins Partners that an additional $10,000, 030 of canital 
would be necessary - this in addition to the : posers 000 
previously discussed at the July 21 meeting 


After receiving the informztion from the August 15 
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meetins, du Pont increased his already strenuous efforts to 
raise cdditional capital for the firm. He approached the 
trustees of a trust Located in Wilminston, Delaware and 
persund.d them of the desirability or contributing $15,000,000 
to the firm as additional capital. From the Monday after the 
August 15 meetings until September 25, 1959, nexotiations were 
carried on with the trustees. In Tact, on Soptember &, 1959, 
Gough Thompson, @ partner of this firm, met with du Pent and 
one of tire trustces to discuss the preparation of the necessary 
pepers - cuosecucnily Mr. Thos:pson prepered Grafts which were 
considered with representetives of the trustces. It was not 
until September 25, 1939 that the attorneys for the trustecs 
advised that a lefal proceeding would be necessary before the 
funds cculd be contributed as additional capital to FP.I.D. It 
appeared that a court order of the Chancellor of Delaware would ; 
be necessary before the funds could be moved out of the Wilmington 
Trust Company and we were advised that such a proceeding would 
take five or six months. There did not seem to be much doubt 
but thet the proceeding would de Successful, but the time delay 
was too great to consider. Any possibility of obtaining : 
additional capital from this source had to be abandoned. 


Du Pont and others were instrumental in the forma- 
tion cf a securities compsny called du Font, Laird Securities, 
Tne, fhroanch which it wae nransrced ta vraisa PAdI+¢enn] renital 
for the firm amounting to about $20,000,000. Since the organ- 
ization of the company aporcximately 37,000,C00 has been con- 
tributed. The action of the stock market has been aceinst us, 
but we confidently anticipate that the belance of the $20,003,000 
will be forthcening in the not too distant future. 

It should be noted here thet during this trying 
period there were no substantial withcrawals of capital from 
the firm. This is an indication of the continued ccnfidence 
of our investors: 


In spite of the disappointment regarding the 
Wilmington trust, the fallins threuzh of the Laird, Bissell 2 
Meeds merger end the delay in raising the total anticipated 
amount in du Pont, Laird Securities, Inc., du Pont enjoyed 
considerable success in raisins capitel during the remainder 
of 1909 and into 1970 as is indicated by the rollowing taole: 


(0 
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Gross Value- Gross Value- Net Capital 
Conmnitted ; Receints Value 


$  - 500,000 $ 468,000 $ 343,000 

oe 5,59'+, 000 3,273,000 3,073,090 

er 1659 0 * 2,059,000 2,038,000 

> 1359 1,77°,000 1,531.9, 000 . 1,158,000 

or 1639 5,045,000 5,053,000 4,733,000 
enver 12959 5 257,000 333,000 246,010 
Totals $ 18,175,600 $13, 265,600 F 11,001, 600 


Capital charges were reduced frem June 30, 1959 to 
December 31, 1969 as follows: 


Sale of leasehold improvements ' $1,025,000 
Elimination of commodity credits 2,000,000 
$112,000,000 reduction of aggregate 


indebtedness §20002000 
q id : 3 025,00 


In January end Februery of 1970 the firm received capital with 
@ gross vélue cf approximetely $7,000,000 and a net capital 
value of approximately $5,000,000. 


Iv j 


The audit embodied in the long-form Questionnaire 
which speaks as of September 2@, 1959 was filed on Woverber 28, 
1959. While the audit was under way, the stcck and bond prices 
of the securities contributed to the firm capital decreased 
considerably and it was clear long before the Questionnaire 
was filed that additional capitdl would be necessary in order 
to reduce the net capital ratio to the level of 1200%, the ; 
optimum goal set by the Finence Committee. As set forth above, 
du Pont was able to raise anproximetely $2,550,000 in September, - 
$1,500,000 in Octover end $5,000,000 jn November. The Devart- 
ment of Menber Firms was kept fully edavised of the comnitments 
to contribute and of the actual reccipvts of the cash and 
securities. 


As a result of the efforts of du Pont and others, 
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the ccmputation ty the auditors from answers contained in the 
Questionnaire, with the addition of the cpital raised between 
September 23 and November 26, chowed tne firm in compliance 


witn Rule 325. 


In the middle of Decerber, your Examiners informed 
us that they cid not agree with the treatment of $8,138, 344 
under question 4i and $1,€09,f45 under ausstion 13. Tt was then 


maintained tht beth these amounts - totallin about $10,000,000 - 


should oe charged asainst the firm's net Cepital position. By 
making these charges, a technical violation of Rule 325 would 


result. 


Our representatives argued stremiously against the 
above-mentioned capital charses and sueceeded in having: the 
$1,609,245 deleted from question 12 23 a deduction from net 
capitel. This deletion was conditioned upon the receipt of a 
letter from our outside accountents who reclassified this. item. 
This letter was, in fact, mailed to you on January 13, 1970. 


Upon learning of the above-mentioned 


net cepi.tal asserted by your Department, 


charges against 
Messrs. Speicher and 


Gay of F.I.D. met with you to discuss the remedial steps which 
Shoule ts taken. They reported to a meetin:: of the Finance 


vCunmmitvse Of F.1.0. neld on Lece=ser lo, 
approvai, and, even at your susgesticn, 
should ce undertwkxen to reduce tne firm! 


1909 that, with your 


@ program of liquidation 
& cverages. The 


completion of this vrosram, tozether with the edditionsl capital 
raised ny du Pont resulted in the cempliance of the firm with 
Rule 325 on December 24, 1959 as indicated in the start menor- 


andurn. 


Our Cuestionnaire as filed on Novemoer 28, 1959 was 
prepared under the supervision of our outside accountants and 


” 


shoved us to be in compliance with Rule 325 when. as is ecustem- 


arily the case, the additional canital raised between the date 


as to which the Guestionnai:re speaks and 
it is filed is taken into considerztion. 
and did, differ upon the apprevriateness 
charges sugsested by your Examiners.’ In 
above, we were succezsful-in Clinminating 


the date upon which 
tencenabdle men could, 

cr the additional 

fact, as indicated 


one of such charges. 


im addition, any cavital deficiency cnused by the additional 
large ultinately imposed anounting to approximately $8,000, 0C0, 
Was mode up oy Decenber 2, 16.59 at the latest. On this recor, 


a 


we respectfully sudmit that this firm should not be charged with 
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a viclation of Rule 325 on Scptember 28, 1959. 


V 


The firm, and du Pont, én particular, is continuing 
its efforts to raise additionsl capital. The capital ratio has 
been reguced telow 12u0,5 and will b2 reduccd to the optimus 
level of 120%, xs socn as ‘possible. The Dipartment of Member 
Finus has been, and will continue to be, informed us to our 
‘capital victure-and, in particular, as to the conmitment and 
reccint of new capital. 


The starf memorandum sets out the Question for 
Discussion es follows: 

"Did Francis I. du Pont & Co. violate xchange — 

Rule 325 (Capital Reauirements) snecificwlly 

on June 30, July 20 and September 28, 1959, 

and continuing until approximately December ' 

2k, 19397" 


’ 


We have attempted to show that this question should 
be answered in the navntive - thet this firm should not be 
eharced with snv violation ot Rule 325 eitier on vune 30, 

July 50 or September ed, 1959. Any techrical violetion e@xLecing 
on June 30 or duly 30 was corrected at the very latest by . 
August 31, 1959. Any technical violation as ef September 26, 
1999 was not brought to our attention until December, when 

we were informed of proposed additional charges ageinst our 
capital. Immediately, we liauidated enough of our overages 

so that any possible technical violation was corrected, even 
after charging our capital with the additienal $6,000,000, 


As to the second part of the cuestion, we have 
shovn that any technical violation of Rule 225 occurring on 
June 30 or July 30 was correctcd by at least August 31, 1909 
as evidenced by our letter to you dated November 25, 1969. 
Such being the case, i% cennot be maintained’ that any violation, 
technical or otherwise, “ccntinued until approximately Decemver 


2h, 1959. 


We have endeavored to explain the underlying facts 
contzined in the staff memorandum. . Ve trust we nave done so: 
to your satisfaction and that you will not fecl it necessary 


‘dies | (° 


Mr. Robert M. Bishop -9- 


to forward the starr semorendum to the Advisory Committee. bay 
you fecl Otherwise, we respectirully request permission to seit 
down with you aud disencs lurtner the explanations contained 

in this letter. If Pocsible, we would like to do SO before the 
staff memorandun is Submitted to the Advisory Committee. 


32in our deep eppreciaticn 
of the cooperative atiitude of the Department of Member Firms 
and its entire stall, includin:, in Particular, yourself. 


In closing, let us state ar 
wo 


Very truly yours, 


/ i 
Wilt Lh tam 
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HIRSCE & CO. 


STATEMENT OF FINANCIAL CONDITION 
AS OF APRIL 26, 1970 AND (UNAUDITED) JULY 2, 1970 
AND (UNAUDITED) SUPPLEMENTAL SCHEDULES FOR THE 
PERIOD FROM JULY 2, 1970 TO AUGUST 31, 1971 
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HASKINS & SELLS 
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HASKINS & 


FERTIFISO PUELIC ACCA 
TWO BROADWAY 


NEW YORK 10004 


October 15, 1971 


;. Co. (in liquidation), 
mr. P. L. Kohns, 
39 Broedwey, 
New York, New York i000t. 


have previously examined the accompanying statement of 
“ineancial condition of Hirsch & Co. as of April 26, 1970 and have 
our opinion thereon dated June 10, 1970, in which we 
in method of stating investments in wholly-owned 
as explained in Note 1 of such statement. 
the date of our opinion it was determined that the 
ween Hirsch & Co. and Francis I. du Pont & Co. con- 
: €§ indicated in the revised Note 2 to the accompany- 
sent of financial condition, rather than a merger as 
sd in ths original Note 2 to such statement. 


We nave also prepared from your books and records without 
audit the accompanying statement of financial condition of Hirsch & 
oo. as of July 2, 1970 and the accompanying schedules of the omnibus 
account fox the period from July 2, 1970 to August 31, 1971 
(Schedule 1) and cepital contributed by Hirsch & Co. to F. I. duPont, 
Clore Forgen & Co. for the period July 2, 1970 to August 31, 1971 
(Sthedule 2). 


We heve not made an exemination of any financial statements 
or releted tests, other than those described below relating to the 


stock record, of any accounting, records of Hirsch & Co, as of any 


| 
| 
| 
| 


for any veriod subsequent to April 26, 1970 and therefore we 
2 unsble to ana do not express any opinion on any such financial 


cuntements or on the accompanying Schedules 1 and 2. 


In orde» to assist you in fulfilling the terms of the agree- 
Gated July 2, 1970 between you and Francis I. du Pont & Co., 
aver, we have, at your request, carried out certuin procedures and 
—e3e certein inquiries with respect to your unaudited statement of 


financial condition as of July 2, 1970 as follows: 


1 Counted all securities held by Hirsch & Co. on July 2 
eI 
1970 in its box and in segregation and agreed such 
counts to the stock record. 


(2) Observed and controlled the microfilming of the afore- 
mentioned securities. 


(3) Agreed detail records of securities held by transfer 
agents to the stock record but did not request. con- 
firmation thereof. 


(4) Obtained a copy of the Hirsch & Co. unaudited statement 
of financial condition as of July 2, 1970 and the 
related detail schedule of liabilities included 
therein and 
(a) read such statement and compared it as to reason- 

ableness to the aforementioned audited state- 
ment of financial condition as of April 26, 1970. 

(b) read the detail schedule of liabilities as of 
July 2, 1970 and compared it as to reasonableness 
to a similar schedule supporting the statement 
of financial condition as of April 26, 1970. 

(c) discussed material variations noted in such com- 
parisons with Hirsch & Co. officials knowledge- 
able in accounting matters and obtained explanae- 
tions for such variations except as stated in 
the following sentence. It was not practicable 
to make the aforementioned comparisons with 
respect to individual customers' accounts and, 
although the amounts shown for dividends and 
interest payable were in agreement with the gen- 
eral ledger acc unts, detail underlying records 
could not be located and therefore we were not 
able to make ichannie comparisons thereof’. 


The foregoing iicnica and inquiries do not constitute an 


exemination made in accordance with generally accepted auditing stand- 
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“ald be noted th:t, as of the date of this report, no 
the accounts of F.. TF, duPont, Glore Forgan & Co. 
éany date subsequent to July 2, 1970 with 
ibus account cr the cooks of' Hirsch & Co. relating 
to ant sssumztion of liabilities aw FY. 
duPont, Glore Forgan & Co. Accordingly, the unaudited Statement of 
financial condition as of’ July 2, 1979 does not give effect to any 
edjust which might result fron such a reconciliation. 

We may state, however. that, sudject to the ffect of any 
anges which might be required tn the eccounts which were affected 
by the scope limitations referrei to in the first preceding paragraph 
and item 4(c) in the third prececing peregraph, the foregoing proce- 

Gures end incuiries did not cause us to oelieve, nor did anything 
else Geuse us to believe, that tke net vorth shown on the unaudited 
Statenent of finsncial condition of Hirsch & Co. as of July ?, 1970 
is not fairly stated or that the -eserves provided for therein are 
not statcd on 2 basis consistent ‘tn all meterial respects with those 

the audited statement of finercial condition as of' April 26, 1970, 
except és statec in the following sentence. No allowances were pro- 
vided at July 2, 1970 for uncolleztible unsecured customers' accounts 
er uncoliectible non-current divizends receivable, whereas such 
reserves were provided for at April 26, 1970. 

This letter is intended solely for use in connection: with 
the Francis I. @a Pont & Co. acavisition of Hirsch & Co. as contem- 
plated by our letier of June 26, 1270 addressed to Messrs. Guggenheimer 
é& Untermeyer, attorneys for Hirser & Co., and is not otherwise to be 
referrec to in whole or in part or quoted by excerpt or reference 


except for envy reference to it in any list of closing documents. 


Yours truly, 
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APRIL 26, 


$32,267, 258 
8, 240,123 


10,973, 230 
590,442 


163, 089 
611,175 


2,860, 371 


55,508,638 5 


3,984,617 


7,431, 821 


11,416, %38 


$66,925, 076 | 


ied 


JULY 2, 
1970 


(Unaudited) 


$28, 063, 111 
5,724, O46 


13,645,538 
257 , 966 
254,516 
321, 264 

og 
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1,036, 250 


379, 000 
UW, 259,725 


5,674,975 


_$56, 247, 805 
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WiNsch & co. € SCHEDULE 1 


IS aCCOUNT - ASSETS 40.D PROPERTIES CONVEYED, ASS.LGND, 
ISTERRED, AND DELIVERED ‘to Alo LIABILITIES ASSUMED BY 
F. 7. duPOul, GIORF FORGAN & CO. 
FOR “i PERIOD FROM JULY 2, 1970 TO AUGUST 31, 1971 
Al Ppeneared fron the boors _and id records without audit) 


ASSELS AND PROPERTIES CONVEYED, ETC 
JY 24, I97G: 
Cesh in. bank and on HAG. oid eee deeee scene & 723,146 
Ciearing fur.as and other deposits 180 ,425 
Receivables *rom other brokers and dealers. 3,427 , 865 
Receivables from customers 42,432,198 
Securities owned by Firm - at mariet velue. 707 ,S80 
Miscellaneous current assets 278,921 
Membership in exchanges 33,850 
Furniture ana fixtures (depreciated amount) 1 12,899 
Investments in wholly-owned corporate 
affiliates (includes 1971 adjustment of 
ae h Rohe earn ee 1,266,202 
Miscellaneous Js 5,733 $ 50,768,819 
LESS LIABILITIES ASSUMED BY F. I. duPONT, 
GLORE FORGAN & CO., AS OF JULY 2, 1970: 
Money borrowed ey Gs ZEIT 
Payable to other brokers and dealers 5,685 ,7 21 
Payable to customers: 
Cash and margin accounts 13,624 ,873 
Commodity eccounts - ledger balances ; 
(customers' net losses of $108,210 
received directly from commodity 
exchanges ) 366 ,176 
Securities sold but not yet purchased - at 
oS ed RNB, ys 8 1c eae ap a eae Rept idirs ge MCLG a yar ar: 254 ,516 
Dividends and interest payable 321,264 
Miscellaneous current liabilities 749,186 — 49,064,847 
EXCESS OF ASSETS OVER LIABILITIES CONVEYED TO F. 
QUPONT, GLORE FORGAN & CO., AS OF JULY 2, 1970 1,703,972 
a TRANSACTIONS: 
Ada: 
Additional cash trensfer in partial settlement of the 
omnibus eccount 375,000 


2,076, 972 
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Less: 
Liabilities paid by F. I. duPont, Glore 
Forgan & Co. on behalf of Kirsch & Co. 417 ,187 
Capital to ne credited (see Schedule *.. 1,856 , 290 (2,273,477) 
Balance due F. I. duPont, Glore Forgan & Co (194,505) 
Payments to F. I. duPont, Glore Forgan & Co. in July 
era Ast 3971.........-+- ee ee es 
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SCHEDULE ° 


HIRSCH & CO. 


SCHEDULES OF CAPITAL CONTRIBUTED BY HIRSCH & CO. AND ITS PARTNERS 
TO F. I. dquPONT, GLORE FORGAN & CO. 
FOR THE rERIOD FROM JULY 2, 1979 TO AUGUST 31, 1971 
(Prepared from the books and records, without audit, 


_.._inclucing records of the Hirsch & Co. Liquidating Committee ) 


~ ITAL COr:TRIBUTED: 


$1, 856 , 290 
1,235 ,000 


partners of Hirsch & Co 1,399,710 
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New YorRK STOCK EXCHANGE 
? MEMORA.: SUM 


May 13, 1970 
‘ 
to: LEE D. ARNING yr? 


FROM:FRED J. STOCK, JR. 


SusJect: Blair_& Co. Inc.{end F. £. duPont & Co. 


I have recently had discussions with Paul Chenet, the 
Coordinatoz fcr F. lI. duPont & Co., and john Deignan, the 
Coordinator for Blaiz & Co., Inc., regerding the possibie 

rgexr of these two member erganizations. It is our opinion 
thet the consolicatica of these two firms, at this time, is 
not advisable. There are several reasons for cur feeling 
this wey whicn I will try to briefly summarize, but which I 
think we should discuss in detail. 


The first reasen is the poor capital condition of both WIT. 
of these mexber organizations. While it is possible that {”' 
there could be é@ substantial infusicn of capital to this Se 
‘eonbinee render firn, based on comments by Mr. Edmond duPont ' ' 

| thet capital is aveilabie for a profitable firm with the 
‘right business mix, we heve no assurances that there will» 
be en infusion of capital. za 


The second reason is, naturally, the substantial opera- 
ting losses of poth of these orgenizacions. While it is true 
that both firms are teking steps to bring their income and 
expense in line, 4 consolidation of the two firms would en- 
tail considerable added expense and experience has shown that 
in a merger the gross revenue of the two firms operating in- 

dependently is greater than the gross revenue of the consolidated 

firn. a uae 


The third reason is that we do not ferl the management of 
- @vPont has re2lly been completed tested. While we feel that 
San Gey has done an axcellent job in the operations area, we 
ere not convinced that the overall management problems of 


' dupont have-been solved. ie ce 


: The fourth and by many ways major reason, is the condition - 
of the reco-ds of Blair & Co., Inc. The firm has estimated thet 
it will teke between six months and a year to resolve the differences 
thet presently exist. This means that there could not be a rapid 
or effective transfer of custemer accounts from Blair to duPont. 
While both firzs would have the computer facilities to do machine 
transfers, ail they would be accomplishing is moving the errors 
‘thet presently exist on Blair & Co.'s records on to duPont's 
records. Our experience has also shown that after any merger 
the number of errors in the records are far greater since, in 
many respects, We are facing the samc problems you do ina 
conversion to 2 new Data Processing System. ,_ 


° ” 


._ 
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Tne operation would be further complicated by people who 
are becoming femiliar with Blair's present system having to 
learn a new systen all over again. 


The fifth consideration is that the very sensitive indicator 
of customer complaints shows that duPont is still No. 1 and Blair 
& Co., Inc. is No. 2. During such a merger, complaints usually 
rise and we are afraid that the volume of customer complaints on 
this combined firm would be astronomical. 


The sixth consideration that we should go into detail on 
is whet economies could be realized by merging these firms, 
what cffices could be consolidated, what the terms of leases 
are in the various offices as well as the new New Jersey opera- 
tions office of Blair & Co., Inc., etc. 


The ebove are basic reasons for opposing this merger, 
at this time. While this may be a very logical combination of 
two menber orzganizaticns, it would appear inadvisable until 
‘such time as Blair's current conversion problems are resolved 
and we have 2 further resoluticn of duPont's previous operational 
difficulties. ‘ A Toa 
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cc: R. M. Bishop 
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__.p4ann or GOVERNOM”— NEW YORK STOCK EXCHANGE Ww \\ UY 
SOG: 1 Deft. NYSE Ex, By pp.593a-601a 


ok. ee Oe ed 
Be . . 
OF RLLPUNDE NT ORGANIZATION < i. Le COMBINED REPORT OF ALL OFFICES OF newwannantl 


ee ORGANIZATION FOR THE MONTH FNOFO 2 
neis I. duFont & Co. lO7O TAR 20 ff, ‘19: 10) [case previous acrorr pate: 1/31/70 


ChHize ~.) f° 
ee 


Summmnance the results of the latest computauon macle of the Ratio of 
Ayreqate ldettediess to Net Capital in accordance wath Rule 325: 


A. Date as of which computation was made ' 3/12/70 2/12/70 


Amount of Aggregate Indebtedness : RN 298,977,0CO s 300,763 »C9O 
Amount of Net Vorth (excluding Subordinated Borrowings) $s 56,153,000 54,337,000 


Net Value of Sccuritics in Proprietary accounts s 101,140,0¢ 72,536,000 


Amount of Subordinated Borrowings : S$ 9,3¢..,000 
Net Value of Securities in Subordinated Accounts stone s None 
A nount of Net Capital Ss 17,858,050 
Ratic af \ogregate Indebtedness to Net Capital ‘ 1684 

3 i 


— ee a 


* Me 7 se - | . . Wee i % = Aan 244 
Y otitis tad 2 eck Veapiecr eALta> ws twee CID evans tween serennsere 3sVI(,¥vu ~ G9 Wie guy 


Requireneu’s 


—————— 


Furmsh the tollowing information as of the date shawn ue answer 19 question |: 


1A above: (A) 


| 

sielib hia 

A. Unresolved stock record difference positions with no known related 
ledger amounts: 


LN 


Total number thereof 8 325 
J 


Total LONG market value thereof 11,621,¢59 


al 


Total SHORT market value thereof if 7), 
accass seta sinuasanunatiiie 

Were the LONG valucs tenored in the capital computation 

summarized in answer to questiun 1? 


Were the SHORT values charged to capital in the capital computation Yes () NO XI 


summarized in ans.ver to question 1? { 


eee Eee ——— ae 


Lontuce amounts comprising SUSPENSE ITEMS unat’or DIFFERENCE | Ns | 
AMOUNTS cath no kaown related sercuaties (Oo HUONS® esesersreree : eee | oe 


Total mumber of such SUSPENSE ITENS anid DIFFERENCE 
AMOUNTS 


Total of such fedyer OEBIT arnounts 5 239,573 


Tutal of such ledyer CREDIT anuunts 778.615 


Veere these amounts consetered in the capetal computation summarved Ty 6S C] NO X) TES C2 Ny % 
i orewer to question 1? 


eee a  ninemenainee Memeae 


Fe% um: BW Vac ee WS VOIN 


bs . 
oe i) ) 4 
«OF HLSFONDLAT VUHGANMIZATION Suits RLFOR ALL OFFICES OF atarvQine rl 


Franc 


2. Total of such ledger DEBIT amounts ls 59,626 | 


. band 


ONGANIZATION FOR THE 'ONTH ENDED. 


4s I. duPont & Co. LAST PREVIOUS REPONT OATE: 1/31/70 


ee emmuennemnel 


Current Repart Last Previous Report 


Listger gmounts comprising SUSPENSE ITELAS with known related |: 
secures POsitiOns: 


1. Total number of such SUSPENSE ITEMS a yen 8 


s 36,135 
s 26,059 
$s 


3. Total of such ledger CREDIT amounts $s ,39CO 
458 


a 
4. Total market value of “LONG -<ecurities positions related to | $ 
SUSPENSE ITENS 16,776 
Total market value of SHORT securitics positions related to $s r 
SUSPENSE ITEF!S one 


Were these balances and market values considered in the capital | yes CG NO 30 ves O NO 2) 
computation summarized in answer to question 1? 

en a AE 

Dividends, rights and similar distributions recewabie outstanding 30 

days and longer: 


_ Total ledger amounts of such distributions receivable in cash $s 3, 7h, 479 $ 3,473,322 
$ 


- Total market value of such distributions receivable in stock, rights, 
etc. 5 7,995,450 7,S87,214 


merket values charged to capital in YES noo YES & “wo 


ae Sewn 


NOTES: 1. SUSPENSE ITEMS represent indivicuatty identfio sle 2. DIEFENENCE AMCUNTS represent current'y unicenti fable 


transactions which have not been cleared un in tne norma! course stems and may “ave been requires tg ba'ance Ca:iv q2neral sacar 
ef business. They may nave known related LONG or SHORT activity. They have no «nown felated LONG or SHORT 
securities positions. securities positions. 


| | Furnish the information requested with respect to : Current Report 
D Scounts made since the last previous Special 
Operations Questionnaire was filed: Per Cent Number Alarket Va!ue of 


A. 


of Total of Unresolved Ofierences 
(c) Positions | Unresolved 


Counted Long Short 


td 


Sccurities: 


1 ot 
1. Sccurities in active box A % N/A $ M/A 


2. All other securities recorded as being in 
physical possession None N/A ° M/A $ 


B. Open transfer items counted and compared . 
to stock record W/A %| N/A 


pees cement oan nnn NN 


lost Previous Report 


A. = Securities: 


i. 


1. Sccutities in sctive box /A "| N/A 


Ce ed 


2. All other @euttad fvondiat at beng 1 N/A ‘ w/A 
pihey irc al pace sect ' 
hg ik Lieninemomcmmuaentie 
Qpen teanster cbeens counted and compared 
to steak cover 


w/a «| M/A 


: F 


teenie ote aeeenecn ieee TL ee 
of ALSPONDLNT ONGANIC ATION COMIN SHE PORT OF ALL OFFICES OF fe Ly pik pt! 
* ORGANIZATION FOR THE HONTHENOED: 2/27/17 
Se tnt echt 


Francie I, duPont & Co. LAST PREVIOUS REPONT DATE: 9/31/70 


Futist the infyoreitien called for Current Report 
wit fepect to the Liest proofs taken se Pair . 
oof thee fall counts: . ota/ls o awInces in : 


(. Fant to deliver 2/27/70 13,178,0cO | $ 13,178,cco S None 


Hacks terrowed 2/27/70 |S 3,980,123 | s 3,980,123 |s5 Nore 


E. Stocks foaned 


Last Previous Report 
sek eo rng 
maaan °°, Seppo 


D. Stecks borrowed 1/30/70 s 4,993,575 | S$ 4,993,575 
ees Gee rural 


se A 


Stocks loaned 1/30/70 s 30,635, 95% , $s 30,640, 326 


NOTE: DETAIL RECORDS consist of the sunnorting documents and/or general ledger customer control account are the customer levcers: | 
ledgers which support the na.ances recorced in related oeneral ledger anu those supporting the generai leayer fail Control accounts 3ra 
control ac.ounts. For example, tne aetait records surporting the ine fail units maintained in tne Cage and reiatedi EOP taj or cara 

{ 


les 
| Current Report Last Previous Aevor: 


: Furnish the follovaing information as of month end: 


A. Number of sccuritivs positions with unresolved stock record breaks. 


B. Total market value of unresolved STOCK RECORD BREAKS: : 


1 LONG $ 225,392 S 836,159 | 


NOTE STOCK RECOKRO CAEAKS rete ta cut of hatance Secunties 
sects On the stack recon! wnah ere Created by the daly 
fers amteleeng al vow nee tees Mowry 


> ena eens . . -; 
b) 055 Breaks arpeared on our F eliminary Closing run the evening of 2/27/70. AL 
tos few ; 


but 31 were cleared up by 3/2/79. 


LLL LL LCL AS 
+ gf OF NESPONOLNT CHGANIZ4 TION 
ONGANIZAI 1On FOR THE MONTH © ©£":0C0 


Preneis I. duPont & Co. LAST PREVIOUS RESORT DATE: 9/31/70 
sla el te ha sees aS 


— 


Furneh the mtarmation requested with respect to Current Report 
pe amiatons performed in connection with the rg ree 
fatlosim tems since the last previous Special 2 Of FOt | OD her of Market Value af 
Positions arsine Unresolved Differences 
Operstans Quesuvannare was filed: Cont'd. & Unresolved v ere: 
Collateral stems contimed with bunks and 
compared to stock record 3/19/70} 100 one *ione 


Sevurities tecorecd as deposited with CCS 
gaul compared to the CCS Clearing Member s 
Statement ; - - , -?% 359 
Si chchitin 
s0O0 CO 


Fuily to deliver confirmed and compared to : - Ls 
stock record . ~ sConoaric D 310 
. . * s.°9 ‘ 
Fuils to receive confirmed and com; ‘red to 27/7 ». peonfirn bo $ 43 


a a 
stock record : Cewsarisrn Diff. $32 


Stocks borrowed confirmed and compared \Confir=m LA'S None 
to stock record 2/27/79 1¢0 sabe Diff. Sons 


Stocks loaned confirmed and compared to (yoonrirs bas “ 
stack recorc 2/27/79 100 “ePCemperi son Diff. 
Last Previous Report 
Collateral items confirmed with banks anu ’ 
compurcd to stock record 2/16/70 109 “! none S none 


Securities recorded as deposited with CCS 


and compared to the CCS Clicaring “lember 1/30/70 99.5% 60 | s 282,215 


Statement 


BESS bh lhc enone eee es ce siciitsanlne =e 
Fails to cieliver confirmed and compured to ~ nC Sa Di's - 


stock record 1/30/70 10 “ eemparisen Diff. - 


Fails to receive confirmed and compared to ino .¥ confira DM *§ < 

stock record 1/3¢/70 100 eemmariscéa Diff. - 
Stocks borrowed confirmed and compared 1 29/26/69 | 109 a 
to stock record =}, 2 2 1/30, 0/70 . 


F. Stocks loaned contirmed and compared to } 0/25/59 | 
stock record » sn/7n 


(E) All differences resolved prior to filing this report. 


J 


wee mw Ime 


eonfira IDR! 6 - 


100 » Jeenparison Dif?. - 


Current Report Last Pre.:c..s Fart 


} 7 A. Furnish the folloviing information en unsecured accounts of customers 
at month-end: 


«1, Total number of accourts 


2. Total ledger DEBIT balances $1,867,715 


: U ‘ P : . a 
3. Total market value of SHORT securities positions 870,92 Ss 1,830,972 
Futnsh the follow infurematcon on unsecured accounts of urokers }. RESP ORES ERE IR AEE 8 Seema hain 
Wlmonth end ; eae 


ne eeemunaenememenemimnmeesmenmmmememamneal 


4. Tetal mamber of vccounts 
et) 


2. Total kataer DEBIT balances s 266 ll 


3 Total market value of SHORT sccuritics positions $ 3.107,230 
’ sce 


Se ee Oe scat coms adciandigaaiol sid 
NAME OF RESPOROLNT O1;GANIZATION COMUINEO HEPOR. OF ALL CFFICES OF FESPA YES, | 
ONGANIZATION FOR THC MONTH ENOLO: a/27/79 


Francis I. duPont & Co. LAST PREVIOUS REPORT DATE: 1/31/70 


ee 


s Report 


inline tniiseicatsceaacaneaeeasiaisscitatsnieienitimiatainisnsahitbiiaiahesiensenaaiieliniiniitsiniinnsin 
funnah the following inforinstion on bank accounts and related bank 
Statements: 


Latest dute, prior to the report date, as + * ALL bank accounts 
had been reconciled 


Teta unount of unidentified reconciling ite, «which could eventually 


require adjustment of respondent's profit and loss accounts us: 
naa tees 


DEBITS 


CRED:TS 


NOTE: DENIT and CREDIT amounts snplicable to unidentified recon- 
Ciling stems should be shown separately. They snould NOT ve 
Metted and show.) as @ singic amount 


By With respect to clearing arrangements: 


A. If the respondent clears through other brokerage organizations, state: 


}, Latest date, prior to the report vate, to whien onnives ACCOUNTS | 
Carried for the respondent by clearing brokers had bes reconciled 


2. Total amount of unresolved reconciling items: 
sepa i tana cna a gc a 


(a) DEBITS 
pie lhen sees dcieciaeseaeeemtnhapinatanesioenisciaasinianinpsiaiiiasiasssuneeas epinaensymenmsat 


(b) CREDITS 
3. Total market value of unresolved reconciling items: 
(a) LONG 


(b) SHORT 


8. If the respondent clears for other brokerage orgunizations, state the 
number thercof 5 


_- GESPONDEUT ORGANIZATION —— COMBINE. iT PONT Ge ALL OFFICES OF Wha i IDEN? P 


ONGANIZATION FOR THEMONTHENOTO SAT TO Joe 


Francis I. duPont & Co. LAST PREVIOUS REFORT DATE: 1/31/70 | 


“ 


Last Previous Reporte 


| ith respect to cleari:g arrangements: 


GG. &f the ressendent clears through the Stock Clearing Corporation's 
digect mint clearance faciliims, stats: 


t. Latest dute, prior to report date. to which the omnibus account 
carried for the vespondent by the Stock Clczriy Corporation had 
born rerancilod 


‘2. Total at:ount of unresolved reconciling items: 
(a) DESITS 


(b) CREDITS 


fa) LOtG 


() SHORT 


NOTE: DEBIT and CREDIT amounts and LONG and SHORT msrket 
. walues enmhcable to unresolved reconciling items shouid each he 
shown senarately. : 


ee Oe cm Or AE RR MCR MER Sm Ke rtm eR GS 


Ae naar isn ith aiden te inhalant Antti gs seamore ones Angur'< sams wes 8 
: 


State the averege number of TRADES executed per trading day of the 
jenanth, for customers, other brokers and the respondent in each of the 
fallawing markets: . 


New York Stock Exchange 
All other securities exchanges 


Over the Counter 
Other: 


S emriatialte Weetlhe ie ena ee 


6,937 


WOTES. § TRADES consist of the buying and sciling actiwittes uncer: 2 Ef the infyrmatian as requested i (hes Question wel peewnt a 
Gesern toe, Cuttomors, other brokers amt the respondteres Gistorted eeyeesentatvan af the resnordent’s tus.nes tne 
OO MINCCLarY accounts, Which Frsult mn the ssuore of conten “Other” vateqory may he chastted inte segneficant CAN QneMES, 
ahons on or whiin rmuee clearance or 8 LOE Settlemneny buch as Liitervrtings, Sprciaiese clesrances, Corresnonitent 
vibes OFF the part Of the eesHUNcENt Teansrctuns civared we Clesrances, att 10 lortt. iJ 
Pet esd Col Corres panitenss should bo inctuteat tn tteferuninsg the 
aver mumiver of teades an crtee fae the yuechnee jor gale) of, 3 Teansa tions cnchntat in the “Aiter* Cateamory 699 00) omentes 
fav. SAD Sane, Caseutent os COU stuns ot od end Ged satan ot he cachutit tea tte catenores af New York Stu {an Wepe, 
Jo's, Short he CONMsnior™) BS tA0 tratet, All yther secursties ead tranges, and Over ttre Counter 


S sepeateapare ieee ee er ee 2. +: 
7 UF RESPONUENT ORGANIZATION ¢ COMUIN Wo HEPORT OF ALL OFFICES OF RESPC. te. 


 .° ORGANIZATION FOR THE MONTH ERODED. 2/274" 
ret ENDED: sell, 


e Francis I. duPont & Co LAST PREVIOUS REPORT DATE: 1/31/70 te 
: ‘ “a : =nccieileistsothihsnieasieniitintagadt cette ac ssesen ca 


o 


Current Repore Lose Previaus Renore 


Ne OB 


A. Of UNCOMPARED TRACES and ADVISORY TRADES 


B. Of corrected of cancelled trades (if 3 correction and 3 <ancellation 
apply to the same trade, include them as a sinale item only) 


NOTES. 3 An UNCOMPARED TRADE 1s one (a) which 4s reflected 2. An AOVISORY TRADE § one whith is reflected on tne 
thtferentty on the espondents blotter thun en the conta Contra broker's tintter only, and ant on th? respornutent’s Sorter, 
broker's Ulotter as reveated by santeact chert in the cav of as reveated by contract sheets, in the case of clearing house 
Clearing house transactions, Ur tt) fer which the contra broker transactions. 
OR’s the respondent's broker comparison, or for which the 
sesyprnufent OK's the contra troker’s Comnpsrison, in the case of 


Over the Counter transacuinns. : 


State the number, over 30 days old at month end, of open transter items: 


Being transferred by the respondent's organization 


Ueing transferred by other brokerage orgameations tor the 
sespondent 


Being transferred oy the Stock Clearing Carporation’s direct mail 
clearance facilities for the respondent 


State the number, mare than 30 day's cid at month erd, of coen instruct: 


ions to deliver customer :curities. flnclude transfer instructions not yer 
Matched with securities and sent to transfer agents as well as other types of | 
instructions which have ave been delivered ) 


4 Estienate the average per day of the month, for the following: 


“Aap 


A. Securities delivered to other brokers returned unaccepted (DK’s): 


1. Num er of items 


2. Percentage of such items to total items presented to ‘rokers for 


: delivery 
— an neeeeeneneneereneneneenenecnnienenrees + emer 


Securities delivered against payment to tanks returned unaccented: 


4, Number of itums 


2. Peecentaye of such items to total items presented to bunks for 
detivery 


NOTE: Wott resent to Securities ehvered to other beakers teaugh average percentaye Of Unuccepted stems delwered to: total igang 
Clearmmghouws, each Geliver bulunce orier should te Consufenst os Ouhurved | 
OF WSschaal elem an determining the hase for Ssteniting the 


ax 


* e ° . . 

(Og perp rremmmerr ge eee E TT ; ( Vans OF ALL GCFFICES GF EU Pe cb ect, 
OF HE SPCAIy > ANIZA FIUie COMA. s 2 E i Si ig 

_ . — ORGANIZATION FOR THE SONTH ERO </... ™ * 


Francis I, duPont & Co. LAST PREVIOUS ACFORT CATE: 1/31/79 


State the numer of calendar days after the manth end or other cutoll date 
feygered far the preparation end mariing of cusiomer statements 


Stove the hitest date prior to the repore date for which internal FINANCIAL 
SINGLE AGE GLTS had been issued to capital contibutors cal 


12/31/69 12/31/69 


NOUTE. FINANCIAL STATEMENTS inctude. as a tumimum, a Statement 
af tncomne of Luss ard a Statement of Financial Positean. 


State the mumber of business Jays atter the end of the month required to 
coinplete the normal daily positing of the falloviing: 


A. General ledger 
Customer and broker accounts 
Stock record 


Margin records 


— om ee 


State the number, at month end, of PRODUCING PERSONNEL 
(Those who devote jess thon the full trading doy to production wer. 
should de included on an equivalent basis, v.g.. 12, 14, ate.) 


Stute the number, at montn end, of personnel unceryoing Registered 
Representative training 


State the total puniper of operations personnel employed in-the Wier 
and Order, Purchases and Sales, Cashiering, Stock Record, Margin, 
Dividends, Accounting and Data Processing departments 


DO. = State the number of personnel on your full tine internal audit staff 


; : 
E. ts an outside service bureau used for daity recordkeeping activities? YES Tv} NO X) Yes © 


F, . State the approximate number of operations personne! who are 
attending formal operations training courses at the present time: 


1. Internat courses 


a 2. External courses 


PNOTE. PRODUCING PERSONNEL. for the surnase of thes questionaire, 
Hep E sent Hrerse, cen tender partners OF Olfwers, whe wecepet artes 
Rep Caen cter teustes 


2, : 
COMIN “O HEPORT DF ALL OFFICES OF &%& Sapp 
va 


- Se tetera cneasiinnimanmgnnaiimmnnnaninnne x ’ 
GSE OF ACSPONDENT ORGANIZATION = 
ORGANIZATION FOR THE S:ONTH EPnED 2je7 


Francis I. duPont & Co. |LAST PREevioUS REPORT DATE: 1/31/70 


Current Report 


Chutuprs (for example. introduction or expansion of internal audit 

Stuff, long rang: planning staff, etc.. conversion to computer or Service 

burrau syster s) instituted since filing the latest Special Operations O Statement Attached 
Questionnaire. Include’ s:milar changes now being planned for > ‘ 
implementation within te next 6 months and not previous: Not Applicable 
reported. Provide details regarding reasons for each change and target 

doies for the start anc compietion of 2ach chance. 


19] A. Attuh a stutem nt wientifying any major organization of system 


Attesh a Statement Sivina brief PrOwess renarts on au previously 2} Statement Attuched 
tepurted Chanues now in Progress, or completed or abandoned since Not Applicable 
the last previous report. : 


Current Report 


Furnish the foliowing fiscal year-to-date information as reported in the latest 
internal financial statements: 


‘Number of fiscal months to which the cumulative net profit (loss) 


appties 


NAME OF RESPONDENT ORGANIZATION Frencis I. duPont & Co. . 


Pla Ans 
SIGNED 4 sires alte ne cae, A+rtAZ 
(CHIEF EXECUTIVE) 
Y 
ano 7X rected ee «. Coie 
perecemeneeeemee me 
i (MEMBER OR ALLIED MEMBER IN wae OF OPERATIONS} 


DATE 


ALL QUESTIONS MUST NE ANSYERED. STATE “NONE” Of “NOT 
APL iCAnt FAS APBD Ate CE De esr owe sew nnn 


casein ees oT 602a 
fran oes rs _ , 


j NAMA Ue ALSPUNDENT ORGANIZATION GErTd * | COMBINED REPORT OF ALL OFFICES OF HESPOKNE v: 


aa : a GAGANIZATION FOR THE ENDED: by 
PRANCTS 1 dura? & co. an peer ON FOR THE MONTH ENDED: © /4 
a : we O° R ( LAS) PREVIOUS REPORT DATE: =, /30/'/0 
iia SLav 
BAR ASSN. FPO: 


Current Renor? 


Last Previous Revore 


Swmmarize the results uf the latest computation made of the Ratio of 
— lncevtedness to Neve Capizal in accorcance with Rule 325: 


5/7/70 


i] 
| 3. Aiposnt of Aggregate Indebtedness $ 249. 337,000 s 260, 327,000 


1C. Amount ot Net Worth (exclucing Subordinated Borrowings) S$ h0,100.000 Ss 44,775,000 
dD. Nei Value o* Securities in Proprietary accounts s 50, 547,000 $ 61 »68). » 000 
ep een eis naman ner 


S 12,375,000 $ . 13,333,060 
; ame tatenatama 
|F. Nyt Value of Securities in Subordinated Adcounts Pie s Nene 
a ——_— 
ies * ° 8 oe Rant * a ‘ : ec : 
j@- Amount of Net Capital i $ 14.675 COO a 18,715.00) 
Ona ee ee ae 
if : 
Ratio of Aggregate indebtedness to Net Capital 1699 % 4393 i 
ATount of Nat Capitai in Excess of {or Less than) ! Sretneun S$ $ ae 
Aequiresnents 2.208 ,000 5,695 ,090 


a 

ae oun the following inforiite ion ao v6 the dase shown in ar wer to Cuestion t: 
I adsore: 

- ne (A) 3 


| A. Unresolved stock record difference positions with no known related 
leccer amounts: 


Total number thereof ‘ 


ts seeemameeiemnememmemeninmnnererenenmentharteimeneetenren nara remem ene 


| 2. Total LONG market value thereof 


’ 


i 3. Total SHORT market vatue iherco! 


| Vere the “LONG ~ values ignored in the cuits’ computation 
Sun 


waerized i ans WEE LG Qucstion 1? 


ve Jere the SHORT values charged to cupeei (4 the cypital computation YES 2 
he 
summar ved in answer to question i? 


NO sci YES TJ NOM 


eed 
ome 


Leste er GimOUNS Comprising SUSPENSE EMS and/or OIF FERENCE! 
ANGUNTS veath ao known reluted securtios pos tans: 


hth tipeapeettatadistaenedaeeente ime neninonadiceiins nea: tec tio i ana 


bt “oar OF MSE WWEMS wad OLFFERENCE 
! AMOUNTS 
—— ESE ES ON 


2. Totul of such ntger DEGIT amounts 


ewe as 
hay ,GL2 


LE LS NT AACN I AE EON aN er 


i 
3. Totuiof such loa jer CREDIT Gmounis 
eh eean 
4. Wore those ainga. cs considerad in tracepitul computation summarized Ye 
1d weve CE LO cites Seed DP 


Ss 073.377 


4 RESPONDENT GAGANIZATION 
‘ « 


! . i 
"RANCT® |I, auPCtT & CO. oe 


© : Current Report Last Previous Reyer? 
2 jc. Ledger amount. comprising SUSPENSE ITEMS with known related 
cers | securities positions: 


fs “Total number of such SUSPENSE ITEMS 


2. Total of such ledger DEBIT amounts 


3. Total of such lectger CRED: ernounts 


vier 4. Total marke? value of LONG sccurhies positions related to 
’ Suse etc are £ 4S 


10,250  |* None 


SUSPEN 


6. Ware these bs-onces and merket velucs comsidered in the — YES O wo mw | yes co NO 2% 
cymputstion summarized in answer to gucstion 1? " 


seer o ens ome ewe 


Dividends, rigits and simiiar cistribuczions receivable outstanding 30 | 
Crys and iorcer: 


; 
eager 


amounts of such distributions receivabie in cash 


Total murcet value of such disirisutions receivanie in stock, rights, 
exc. 


. a Viure the toicl ‘edger arnounts and merket values churged to capital in YES X% NO 3 
the comautation summurized in answer to question 1? 


NOTES. ty SUSPENSE ITEMS represent individually identifiable 2. DIFFERENCE AMOUNTS represent curreetiy unicleny tics 


| <ensactians wr.ch have not been cleares up in the normul course items and may have heen required to Dalancr Cuny genetes ie: 
of business. They may have known rcisted LONG or SHORT activity. They have 10 known related LOKC oF SHuGne 
|: securities positions. securities positions. 


(5) Ceovints made related only to audit count 


i = | Ferns the informacion requesied with respect to 
‘ft w= tcounis msde since the last previous Special 


éifferences, 


Current Report 


can ie « 
os Operations Questionnaire was filed: Per Cent Number Market Value of x 
| of Tetal of Unresolved Diflores ces i 
(3) Positions | Unresolved ry ee 
\ | Counted | Differences | Long | Shar 


2. fil other securities recoreed as Laing in 

| physiccl possession 

! . 
6. Gpcn trcnsfer iicins counted anc compured 

89 SOCK record 


— ae 


A. Sacurities: 


¢curitles in active box 

u e 

Au other securities mcurded os tein in 
phoysical posession 
ss atta 


ememrmennesitinn 


we 


ded th hl hh LY A to) 


teh) toePesees ase one eo a 
ORGANIZATION FOR THE Must ENDED | /31/") 


LAST PREVIOUS REPORT DATE: =, 12 /-70 


| 
FPRAUCIS I, duPont? & CO. 


Furnish the informstion culled for 
“? ivith respect ta the latest proofs taken 


a. of the foltaveitiy cecounis: Dace | Pl sta vi Pb ecarg sad ve i | Differences 
SEES OO one 
iA Customer sccounts | 5/31/70 | $ 112,713,275 | § 112,718,274 |5 Nore 
[= Fiji to receive 7 5/31/70 S$ Xone 
cc Fei Se | sie 1/70 | 5/31/70 | S 6,152,0c0 | § 6.152.060 | 5 sore | 
=e Stocks borrowed | 5/32/70 5/32/70 | $ 3,871,260 | s 3,872,260 | £ yore 
E oe, lyare [onsen [+ nem [ace [5.0.09 [aoe 


Last Previous Report 


Ss Tava 
eters 


$ 138,021, 383 


1 Ranma reenter ReneS TNENttineee er 


ul Customer Potel ot ere ra te] 4/36/70 Ss 132,021, 383 
| 


B.  Felito reccive | 4/30/7¢ | S 18,441,000 | $ 18,441,000 [$s  xore 
o ; | 
’ lé Fz i to cctiver 4/30/70 $ none 


i i i 
+20. Stocks bactowed 4/30/70 | S° 3 p s a veto 4 Those 
Sage ah mace eEareec bas ME idocnccae 


i ! | ee 
e. weeks losne: ./? a is - c Lal $ - c S — wf ; 
JE. _ Stocks tocnecd 4/50/70 15,583,535 15,598,895 15.279 
1 bs 
| NOTE: DETAIL RECORSS consist of tha supporting documents anz/or general ledger customer control account ure the customer liecaers: 
| feugers which support the baiances recorded in rels ted Genera ieaser and those supporting the general ieacer fal cents: uccounis are 
’ } conirol accounts. For example, the detail records supporting tne the fail units maintained.in the Cage ana reloted CO? tans or Card 
l ; files. 


5 are 
' 


H is | - Current Report Last Provigus Noport 


ow | Furaisn ihe foliawing information a3 of month end: 


laa 
Co . 
| A. Nautvert of securities pos.ticns with unresolved stock rccord breaks. 
pane cece orescence hg 
{ ~ 
S.  Teial market value of unresolved STOCK RECORD SREAKS: 


STGCK KLCOAD BKEAKS refer to out of Halance securitus 
Pete ea ey Ug StOca FecOrd which ate created by the daly 
FOO O ily OF Secured s Mutts 


.c) "9 ; UPCAKS aypear on our preliminary closing run the eveaing of 5/29/70. ALL Lus 
23! cleared up ty 6/1/70. .: 


~ INT ORGANIZATION sie 605a ~~ P COMBINED HEPURT OF MLL GO. one oe nce: 


ORGANIZATION FOR THE WONTH ENG! 0 _5/%%/-._ 
bes by z3 au Port " 
oy t+ ee Ss LAST PHEVIOUS REPORT DATE: 44/30/70 


Furnish che intormation requesied vith respect to 
reconciliations werfurmed in connection vwitn the 

— fo"ouwe'nz itews since the fast previous Special : Market Value of 
j Oaetd3is Qwestionasir. was biied: Uimesolved Dil teroner:; 
: Long 

A. ~ Ceilatera! items cor.tirmed with banks and x 

COT. Pures 10 Stock record é/16/70 x i ;> None 
Sctcurities recoraed as teposited ve. a ccs 
aS CGinpares to ine CCS Clearing *’ ember 5 /30 /70 %! None S$ None Nore 
S: feteme st 

tees Fatis WO Geliver contizmea end compared to i .| Confira] iX's 

| 5/30/70 : g 


' steen fecerd Conparifon Diff, 
a 


DB. Fails to receive confirmed aad compzred to «| oontima) As 
stock record “| ) Compari on Dart, 


“f 

ic : Stocks borrowed confirmed and cUmpared \Confirn| Di's 
| weds "| compartbon nize 
iF 
; 


» Stocks lozned confirmed and compared#to 100 .| )Confirm| LK's 
st stock record 5/2 29/ 70 4 % ) [2 


100 )Commarison Dif?, 
i : : Last Previous Report 
nine 


Fa.  Cdsisierai items cuniirmed with vans and 5 : s 
compared to stoca record 5/ 12/ 70; 100 None None 


Securities fecordec as deposited with ee | | 
anc compured to the CCS Cissring Member 4/30/70; 100 %! None S$ None $ 


Sratement 


ES 
Fails to deliver confirmed and compared to ee )Conf: w Dk's 
stcck record : 4/30/70 ™ ‘Ginny tece Bi nic ° 
ay ae Son Safle 


' Fals t0 receive confirmed snd compared to | 1/30/70 — . )Confi ee Uig i 
! 


sfock record 99 Compariison bif?, 


- Stocks borrowee coniirmed and compared 1 2/27/70 ap )Confirr BY's 
10 siOcK record L ; 2 2 4/30/70 pesedlins 85n viff, 


Stacks loaned confirmed and compared to { )Confir Dx's 
stock record : /2 mnarisan Mier 


Furnis sh the following information on unsecured accounts of customers 
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vial number of accounts 


+ &, Teich market vaiue of SHORT Scturitics positions 


| Se ee = me ewes, —— ed 
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iG. furnisn the foilosing intormation on unsecured accounts of brokers 
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Furnish the fellowirg iniormstion on bank accounts and related bunk :: 
statemanss: 


Laieit osic, price to the report dete, cs of which ALL bank accounts 
hoa besa reconcind 


Tow! ormour: Ui unidentified recanciing items which could aventuuliy 
huire siiastiment of respondent's protit and less eccounts as: 


| NOTE! SOIT ana CREDIT amounts opplicizste to uniscntitied recon- 
ICHINgG items soduht Be shown senarateiy. Tasy shouid NOT ve 
Ineited und shows as a singit emount. 
ST $< 


RATT nee meeronan: 


: iA respect ta clearing errengements: 


} 
ew 
‘if the respancent clears through other brokerege organizations, state: 
EID ear peeee GET RENRE SEEEPaSD Yeu MENNT yr pee RETeannIaNe 
, Latest dete, prior to the report date, to which omnibus eccounts 


‘curried for the respondent by cleering broker had L2en reconciled h/t. 


OT ENN OTE COL LN oe 


(a) DEBITS 


S. Total morkei vaiue of unresolved reconciling items: 


eS TT SIS 
b. i the respounent clears for otter brokcrece oFganizations, stute the | 


{ number thercof 


[ (5) SHORT 
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Nat a 


SD. Tote raushes value of GATeSCived reconciting ems: 
; 
Rico eeain  o 


ta) LOWS 


PEAT ans CREDIT amouns ad LONG ans SORT Martnet 
Vaivts apmecavie To Lnresoiwes reconciling itims showid each be 
sion Sitpholny 


eet nee 


ae ce oem eee es 
State (he average number Of TRACES exvewiad OE trading cs 
, (Gr customers, other brokers and the respondent in exch of the 


a +e 
Av Gther securities exchanges 


1c. Cv 2r the Counter ; 
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i BD. Ctrer: 


5 TNHAQLS coms of the buying end SOUING Rewiiees tater 7. tf the wnharrration a5 FRESE NT OM Lies Lorsteet seer aM etal op 
faeces foe Custumices, Gimer Hroacrs amd tne MLLonwera’s SSE eepersentatoa Ot he tenn ntene’s Le ee | 
INC rely SeewuNE, Waid fey it UT SMe Of Corte.» “Other” Ceteyory Moy be Crater mnt TER DCE et erty, 
BLIOS weet were Face Cer AMS OF ONO setter % Such wt Ur Serwertin.s, Set Coreen 7S, Vater, cae ont 
vat SehicS Gd the grect of ite nee Mor AE Sette tit 0% “fd oe Clearances, wrt sa fourth 

We eben ee Bit Carr De oti Ht AD Lae SESE eeeteD Eevee 

Le Met OF Eheied, aM Uricr foe (4 putts + lor guint of. 3 Teanswethoas Meluded mm the “Qine.” Caley te 
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9 and ADVISOAY TRADES 


Sotetes OF cutteutd trades (if & corroction and a cancellation 
oe TAG, incicce tiem cs a single item oniy) 1€& 


te 


Ae ew OREO TRASE os on: fad wrich oS refectod 2. An ADVISORY TRADE is one writ 8 reflectet ar ie 
OO tereaAdy ” We fesponcents BWotier thst, OM INC CONifa contra broker's Ligitw: only, and not on the reson tients bnution 
Slwect’sS notes 24 revealed wy contract sheets in the case of &S reveaied by Contract siwets, in the case Of Cirorng houte 
fle ctin. Mwete Waensactions, af (b) for wich the contra broner transcctions. 
ONS tad MIS GAdt S$ GrGaur Compe-non, of tor which tne | 


ie 
Mpa t ONS the Contes Yroker's carspsrison, in tae cuw of 
Geet lig Courter transactions. 


I 
6, ole Me aucser over 29 aays old at month end, of open transfer items: 


s 
Pik * 
é 


[AL Being trencticrred by the respondent's organization 
: Seng trenstermd by other brokerage organizations fcr the 
fecpondsat 


Seong transferced by the Stock Ciearing Corporation's direct mail 
Charonce titties for the respondent 


ate 192 cumbecr, more than 30 days old at month end, of open instruct: 
vis t9 deliver customer securities. (Include transfer instructions not yet 
Matched with securities and sent to transfer agents a3 well as other types of 
jnastructons vehich have nat been delivered.) 


Estiste te average per day of the month, for the fallowiny: 
% 


Swuritios delive ted to other brokers returned unaccepted (DK’s): 


£ curities Celivaced! ageiist payment to Dunks raiucned uaaccepted: 


we weet 


2 Vreomtage Sf sued ems to tot l iiems presented to benks for 


C.ery 
at We seen celers Cotwerod 80 Other OfoOners Utuugh Mmerajy perenaye of unaccepted!d wens selwwetend WO fata stes 
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Ss3t0 the number of Col. Jat Cays alter the month end or other cutolf date} 
required for the pre;.station and mailing of customer statoments 


Siuce the latest date prior t@ the report dace for which internal F. INANCIAL; 
STATEMENTS hod been issued to capital contributors 
by) 
NOTE: FINANCIAL STATEMENT incluaa, 03 & frenitmum, a Statement 
Ot srcurte uf L655 690 u Statement of Financia: Positon. 


q. +: $ State che number of business days afier the end of the manth required to 
aes! carnpluts ine narmal daily posting of the foilawing: 


Done Daily rar 


) That Qay's Bu 


) 


Stuie the nurnper, at month end, of PRODUCING PERSONNEL 
'Trose whe cevote less thaa the full trading day to production work 
Stould ba incluced on cn equivalent basis, €.g., %, % ete.) 


Stute the number, ct month end, of personne! undergoing Registered 
Representative sfai ning: 


Stute the tovai number of operations personne! employed in the Wir 
ani Oreer, Purchases and Sales, Casnicring, Stock Record, Margin, 
Civicends, Accounting and Data Processing Ccpariments 


SSSA SOs elec epee we ate te 


YES (2 NO =) | YES ae 


Stele the upproximate number of Operctions personnel who are 
ehendiag formal operstions training courses ot the present time: 
wl thle a cash rth lather nn che DR 


External courses 


a .COVUEINRG PLASONWEL, for the purpote Of This Questtinate, 
fer resent tases, hei ding peliness of Ofcues, WO accept ofdens 
tO ¢ sctute trues 


a Fg eehuieel Problecs. Print time exterdea a day and a half beyond scw.c2. 
L distributed monthly to sencrel part:i.crs, : 
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i repomed. Frov.te C265 resercing reasons for each chanse ard target | 
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mee internal financial statem2nis: 
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A... Cumeliiv. nui profit (loss) applicable to the current fisuul year 
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Frerncis I. CuPort & Co. 


(CHIEF EXECUTIVE) 


Thi Lido UR ALLI. i) wichIBER IN CHARGE OF OPERATIONS! 


ALL QUEL TIONS MUST SS ANSWENED, STATS “NONC” OR “NOT 
ener tese1 8 AS AP NOPHIATE 12 THE NE IS NOTHING TG 
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; July 10, 1970 
Mr. Edmond du Pont 

F. I. du Pont, Glore Forgan & Co. 

1 Wall Street 

New York, New Yors 


‘ 


Dear Mr. du Pont: 


You are undoubtedly aware that members of the Ex- 
change staff have had various conversations with several 
of the senior partners of your firm relative to the capital 
position of the merged firm of F. I. Du Pont, Glere -organ & 
Co. I welieve we are in agreement that the projected Excess 
Net Capital is rather thin and would be endangered if the 
merged operations showed substantial losses over the next 
several months. 


In this connection we would like to receive assurance 
in a letter signea by each me~ber of your firm's Finance Com- 
mittee that, immediately following detexmination of a month- 
ly operations loss, every effort will be made by each member 
of the Committee to secure additional capital in an amount 
not less than the determined loss within 30 days of such de- 
termination. 


Very truly yours, 
Fred J. Stock, Jr. 


Frec J. Stock, Jr. 
Assistant Vice President 
PJChenet:db 


es, 
e 


Deft. NYSE Ex. M, pp. 613a-617a | ae 
. © Fe AD-3 613a mis 3 
| pn ET, ER ORT tigen: 


. ‘ . : ae? w. te ’ 
(Short Torm- To being previous allied member { tvivee a | fae 
ef non-member application up to date.) - i o sede venegevece 


: ; : } but GrObS a 

: on sg: Law wta ft? 

NEW YORK STOO cance — Devle ficyorting Ines / 
2 e/7e4 

Application of Mershall §. Mundheim a 


0) An Allied Member of the New Stock Exchange ~ € An Approved Person (Further qualify) : 
(Further qualify): C) non-employce dircetor 
a general partner in a member firm © non-employcec holder of 5% or more of the out- 


(0 adirector who is an employce of the member standing voting stock of the member corpor- 
corporation and a holder of voting stock ation. : : 
Oa principal GS peuilve tiescobiie member ( A holder of voting stock and not an allicd member 


Deerig, a a Hohicr hac tec and not an approved person 
APOC HOT Bis A OGRE SVU Sar és holder of non-voting stock 


oO 

© anemployee of the member corporation O) Aholder of debentures 
O 
O 


3 


holding 5% or more of its outstanding voting A limited partner 
stock (other) 


of the member organization of __F.T. duPont, | Glor 
to be effective __July 2, 1970 
Address at which applicant will make his office _One We aj} St. NY, N¥_ _ 


Applicant’s home address __184 East 64 St. New York, NY 10021 
In ansv-ering the following statcments, give full deta’, using separate signed shects or Ictter of explanation, 
if necessary. 


1, Since July 1, i922 , the date of my previous application I have been engaged in business 
ac follows: 
July 1, 1952, July 2, 1970 Hirsch & Co. ~- General Partner 


(Date) (Date) (Organization aid position held) 


| J ERRUO SIS Uc LEU ie ec cannes geet ak alae aaGanetieeetshreneenerucea 


(Wate) (Matec) (Organization and position held) 


ALL BUSINESS CONNECTIONS NOT SHOWN IN STATEMENT | MUST BE 
SHOWN IN ANSWER TO STATEMENT 2. 


N.B. in statemeni 3, the term “controlling” means the possession, directly of indirectly, of the 
power to dircet «; cause the direction of the manayemcent and policies of @ person, whether through 
the ownershiy of voting securitics, by contract, Or Otherwise. 

(Securities Exchange Act of 1934, Sec. i2). 


ene ne nen ene nero nT ee craaeelaenenneeaheiaeneiananeenaeeemeceieesiaienteminmemmeinminaesaaaeitaael 


2. (a) J ara at present a proprictor, partner, director, officer, controlling person, employee, or member of 
the following business organizations, other than shown in my answer to Statement 1 (Give full details including 
address, type of bu. ness, date connection was established, position held, amount of time devoted themto and compensation received.) 


(b) Ihave or have had a financial or controlling interest (through direct or indirect stock or bond ownership, 
through outstanding loans, or otherwise) in the following companies engaged in a sccuritics or financial 
or kindred business. (Give fuii details using separate letter, if necessary): 


no 


ed 


(c) I have been, since the date of my previous applicatio.., a propricte., partner, director, officer, control- 
ling person, employcc, or member of the following business oagiuiizalions: Give dates of connestion, type 
Of business, address and position held.) 


: l4a. ae ; : 
(a) Ihave, or have had, since the date of ny previous application, transactions vith the following brokerage 
houses, cither in my own name or in another style: Give addresses, State style used for tausacvons not conducted 
in Own name.) f 


neta i vance ED, ee Seneca 


A enn nee penetra ng 


(b) I have, or have had, since the date of my previous application, accounts or other dealings (including 
loans granted or denicd) with the following banks or other financial organizations, cither in my own 


name or in another style: (Give addresses, State style used fos accounts or loans not carried in own name.) 


ANSWER “YES" OR “NO” TO QUESTIONS 4 THROUGH 14 . 
COVERING ‘THE PERIOD SINCE THE DATE OF PREVIOUS APPLICATION 
nn ene eeennnnennnsenece nee 


4. Have you used or been known by any name or style other than as shown above? $s no 


5. (a) Have you been refused a bond by a surety company? oe 


(b) Has any surety company paid out any funds on your coverage or cancelled 
your coverage? 


Have your services been terminated by any employer? 


7. In your business connections or employment in any capacity, has any trans- 
action under your attention been the subject of a writicn complaint or legal or 
arbitration procecdings? 


8. (a) Have you ever been a member, or associated us a principal with a member, 
of any securicies or commodity exchange other than the New York Stock 
Exchange? 


(b) Have you ever been a member, or associated as a principal with a member, 
of the National Association of Security Dealcrs, Inc., or any other associ- 
ation of security or commodity brokers, dealers, investment bankers or 
investment advisors? 


(c) Has any application for your approval by any cxchange or association, as a 
member or otherwisc, been denicd or withdrawn? 


(d) Have you ever been associated (as a principal, employee or otherwise) 
with any organization which, or a principal of which was refused member- 
ship or withdrew an application for membership in any exchange or asso- 
ciation? 


Have you ever been investigated, expcllea, suspended, fined, censured, or 
otherwise disciplined by the Sccuritics and Exchange Commission, any 
State Sccuritics Commission, the National Association of Sccuritics Deal- 
ers, Inc. or any other securitics or commodity exchange or association? 


Have you ever associated .as a principal, employee or otherwise) with any 
organization which, or a principal of which was investigated, expelled, sus- 
pended, fined, censured, or otherwise disciplined by such an exchange, 
association, or sccuritics commission? 


Have you “been denicd a license, franchise, permit, certificate or regis 
tration requacd to engage in the sccuritics, commodiiics, or any other busi- 
ness cr profession? 4 


Has any such license, franchise, permit, certificate or registration which you 
have held been suspended or revoked? 


Have you ever been prohibited, temporarily or othznvise, from engaging in 
the sccuritics, conumoditics, or any other business or profession, or trom 
dealing in any particular security or commodity? 


615a 
(d) Have youever been — ciated with any organization which, orap — ipal 
of which, has been pronibited from engaging in any business or protession 
or from dealing in any particular sccurity or “ommodity, or whose license, 
franchise, permit, certificate or registration icuiced to cnpage in any busi- 
ness or profession has been denied, suspended or revoked? 


(a) Have you ever been arrested for, or formally charged with, or convicted of 
the violation of any criminal law (other than minor traffic violations) or 
have you been the subject of a court-martial or other form of military pro- 
cecding? ae 


(b) Arc you now or have you ever been involved as a party or witness in any 
trial or proceeding before a civil or criminal court, an arbitration tribunal, 
an administrative agency, a court martial or other regulatory body? 


Have any suits, judgments, liens (including tax licns), attachments or other cn- 
cumbranccs been taken or filed against you? : : 


Have you, or any organization with which you have been associated, failed in 
business, made a compromise with or an assignment for the benefit of creditors, 
taken advantage of any Exemption Law, or been a party to any voluntary or in- 
voluntary bankruptcy or insolvency proceeding? 


14, Have you been fingerprinted in accordance with the law governing sccuritics 


personnel in your State? (if not applicable, please statc) sa 


' 
IF YOUR ANSWER TO ANY OF QUESTIONS 4-13 IS “YES,” PLEASE GIVE FULL DETAILS 
(Attach separate signed shects): ; 


Question No. 


8a NY Cocoa, NY Mercantile, Natl Stock, Chicago Mercantile, 
Commodity (Hirsch & Co.) 


8 hb Wational Asso. of Security Dealers, Inc. (Hirsch & So.) 


nares arenrenind arene ennauneeemeemanneet meaner rae eta een en ern neh APE EE 


_14 As a General Partner of Hirsch & Co. 


15. My net worth (including cquitics in real estate, securities and other property) is in excess of $ 900, 000. = 
16. I. The following is applicable only to partnerships: 
(a) I (will) (eiltviet) make a capital contribution to the firm of ($ 209,990 in cash) ($200,000 
in market value of sccuritics) at____2__-% interest; ON part and the prime rate plus 2-1/2% 
(b) 1 will share in 2 _% of profits and 2__% of losses. C Be svt) he tage 
(c) I will have a drawing account as a charge against my intcrest in profiis of $_NONC ger 
3; or 
(d) I will have a salary in addition to my interest in profits of $36.90. =. per annum. 


‘ 


li. The following is applicable only to corporations: 
(a) I (will) (will not) (do) own —___ shares of voting stock representing ____ of the outstand- 
ing voting stock of the corporation for whicii I (will pay) (paid) $___L___. Please indicaie the 
date of this transaction; —____ 
» ) I (will) Qvill not) (do) own _ shares of non-voting stock representing So of the 
non-voting, stock of the corporation for which} (will pay) (paid) $ . Please indicate 
the date of this transaction: aoe 
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(c) I (will) (will no; 0) own (LL. debentures bearing, ——--—% interest for which | (willl 
pay) (paid) $0 Gg participating debentures bearing --—~-——% interest for 
which I (will pay) {paid) $___ -). 

(d) Iwill have a salery of $ per 

(ec) I (will) (will not) de a director of the corporation. 

{£} 1 (will) Qwill not) be an officer of the corporation. (State title to be gs ge OMEN EN TE 

(g) I (will) (will not) be a Principal executive officer of the corporation. A principal cxccutive officer 


must indicate his arca or arcas of executive responsibility, a eeeeseseF 
i, 


Remaining questions applicable to all applicanis: 
17. (a) 1 7) (will not) make a subordinated loan to the member organization of $ in (cash) 
(market value of securitics), for which I will reccive interest at the rate of _ %. The subordinated 


loan will expire eee aii SEN aie SEE 


“4 


(bo) REY cwill not) subordinate my claim to the equity as it now and hoccafier stands in my account(s) 
with the organization captioned - At the present time, such account(s) (has) (have) a 
(debit) (credit) balance of Pie ee long securities with a market valuc of > ! 
As compensation thercfore, I will receive interest at the rate of $ __ %. The spORinnion of my 


claim will expire ce SiS Sal IC eee cs ed 


(c) 1 {8559 (will not) become a contributor of a sccured dlamand aes * = 
a ea July 1, 1970 


b) Note for $70, 000, - to the order of Marie L. Mundheim (wife) which 
expires on June 7, 1971 - signed by me - No te ji 


bs 


s ) fv / 
awtiotp fe fae ae Ronee mee 
Marshall S. Mundheim 


+ semves wopueu, UME AND annexed hereto.) 


x , 
19. The nature of my activities with the member organization will be: (If you are not au cmployec of the nem- 
ber organi ation, briefly explain the nature of any direct or indirect business dealings you have hud or con- 
template h«ving with the member organization. )_Forei gn_offices -- General Partner 


I a resent eeopemecacse ycacue noe ee Ce ee 


20. I intend to devote my time exclusively to the business of the member organization (except as follows) : YS 
eye arenarius ae 
IMPORTANT 
The following section must be executed by all applicants in connection with the proposal outlined herein: 
This application for upproval by the Board of Governors is not being made in reliance upon the stand 
ing of the above named organization as a member organization of the New Yerk Stock Hachange 
(“Exchange”) or upon the Iexchinye’s surveillance of such organization or its capital pesition. | have 
made an investigaiton of such member Organization and i's pariners, oflicers, directors snd stockholders as 


I deem necessary and appropriate under the circumstances, including an examination of the litest certified 
audit by _}Jaskins-&-Sclls___ dated 9/28/69 and a recent cor: putation of 


Name of Auditor 


aie 
‘net capital prepared by the membes organization dated _4/ 3d 1 RES Tam not relying upon 


Date 
the Exchange to provide any information concerning or rclatine to such member organization and agree 
that the Exchange has no responsibility to disclose to mic any information coacering or relating to such 
r aaber organization which it May now, Or at any future time, have. J agree for myself, my persoial repre- 
s¢v.atives, successors and assigns that neither Wie Uachange, its Special Trust Fund, nor any governor, 
elcer, Wustee or employee of said Exchange.or Fund shall be liable to me with respect to my investment 
Ot interest in such member organization or with respect to any repayment of aay such investment. 


a, 


é~ 
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The applicant, in signing this application, agree: 10 abide by wie Constitution and Rules ef the Board of 
Goveinors of the New York Stock Exchange as the sac have been o¢ shall be from time tu tine anicnded and as 
the same shall apply to him, this agreement to become effective in the evcat of the approval by the New York 
Svock Exch=nge of this application. Moreover, it is clearly understood and agreed that the proposal outlined 
herein and in every supplementary sheet attached hereto may not become effective until it is approved by the 
Board of Governors of the New York Stock Exchange. 


< . 
ehee te 


The applicant agrees that (1) if any share of stock of the member corporation whicn is not afsecly 
able security should at any time be acquired, held or owned by a person not approved by the Exchange, exe he 
estate of a deceased stockhulder for such period as may be allowed by the Exchange, or (2) if any person required 
to be approved by the Exchange as an approved person fails or ceascs to be so approved, on (3) if any ston’- 
holdex should violate his agreement with the Exchange, the member corporation may be derived by the Ey- « 
change of all the privileges of a member surporation. 


*The applicant also agrees to comply with Rule 312(c) ‘aud Rule 31 3(b) and such other provisions of the 
Constitution and the Rules of the Board of Governors relating to approved persons as shall from tie to time be in 
effect. The applicant agrees promptly to notify the Exchange, so long as it remains an approved person, of any 
acquisition or disposition by it of any security of such member corporation. 


The applicant agrees that the approval of this application by the New York Stock Exchange may be with- ‘ 
drawn if, in the op ion of the Exchange the applicant has: 


(1) violsicd aay provision of the Constitution or of any rule adopted by the Board ot Govcrnors applicable 
to it az the same may be from time to time in effect; 


(2) violated any of its agreements with the Exchange; 


(3) made any misstatements to the Exchange; or 


: ( . (4) been guilty of (i) conduct inconsistent with just and equitable principles 32 tr. Git) ats detrimental 
% ( to the interest or welfare of the Exchange, or (iii) conduct contr? -y to an ectadlis’.ed practice of the 
at... Exchange.* 
**I further state that I have read the Constitution and Rules of the Board of Gov..nors +. the New Yort: ‘ 
ae "Stock Exchange and I hereby pledge anysclf to abide by the Constitution and Rules of the Pacrd ef Governors 


of the New York Stock Exchange as tht same have !:cen or shall be from lime tc time > nenderd,” * . 


The language enclosed in single a icrisks (*) applics only to approved persons, While the laig.one enclosed 
foe in double asterisks (**) applics only to proposed allicd members, Phe “nz. aze not encie-«i by asterisks applies 
to all applicants. 


: y y 

ignature of Applicanis ‘ 
State of - had faced : 
County of Y q av! ue $5.5 : 


\ 


On the ol : day of —Daallere nccconiecainsiieieisg SAL SE 920 Q 
Hy pee SO), ff 
4: DATO «) ow eek 


Before me personally came nf eto me known, 


and known to me to be ‘he person described in and who exccuted the foregoing instrument, and he 
duly acknowledged to me that he exceuted the same. 


oe eae te 
t | ae wi. cr atti Kot 


|eirectin, seaeisimmpbaniaaediilba aciniohoce' See So 


Ses es cere wu 


Note: If executed wutside of New York FLSIE SLATTERY ( 
ko State, attach Certificate of County Clerk of : : Notary Putte, State ef Mow York § 
a other arene ties as to gy vse Bio. 31-802" 708 
. Moo a i eel LO. BPs 203 ‘. 
Se kascioonn, Of Other official taking OwelifLci in Mew tork Covrty 


Cathitcate iebia How Yeu County 
Commnissivn laxyues faich 0, A272 


O61-L Rev, 4770 (20-750) 


eo, 


Form AD-3 — ja 


._oomnrerwe i Q 
Svor! Form. pee OMG Obed rirnibe : ee i ' Deft. 7 Hi. oy "se, . 
Cn cs ene me rE 

Charles Shesing Yl 27 

4 Inc. 


’ NEW YORK STOCK EXCHANGE 
f ‘ 
TS” Application of Howard C. Hirsch na 
0) AnAllicd Member of the New Stock Exchange C) An Approved Person (Further qualify); 
Purther Cuaify): ‘ 
(Further Giisiify): C1 non-emplovee director 
CO) ageneral partner in a member firm C) noa-employee helder of $¢% or more of the out- 
0) adircetor who is an crrioyze of the member standing voting stock of the member compor- 
Corpo; ation and 2 haides of voung stock aiion. ' 
PEO Tea CD A holder of voting sicck and not an allied member 
0 lee wl tits lh dah oho ng aad not an approved person 
corporanon aad @ helder of Vouns stoc cy A holder of hon-voting stack 
C) anemplovee of the member corporation P) Aholder of Uoteatures 
holding 5+ of more of it; ovtstandinz voting CS A lunied partrer 
pe ; & La} 
stact LJ (otter) STS Rae en an ATU CL OARS QUINN OG) 


of the member organizatioa of et Ont Clore een Ge 


to be effective dciiile ee ae 6 etnies inept fii any 


Address at which applicant will make his office .__£5_ Broad $t Pheh ew Yerk. N. ¥ 10004 


Applicant's home address __ 11] East 56th Street, mew York. N. Y, 10022 
Jn answering the following stateuisuis, give full details, using Separate signed sheets or letter of explanation, 
if necessary. 
J ne Le —, 19.28 | the date of my Frevious application I have been engaged in dusiness 
as foliows: 
Hirsen ©. Ce. General Partner 


ee _ ~ te ee ne = a a a eee oe ee ate ae nme kg 


(Organization and position held) 


- 


0 Semone Gees eee 
(Organization and position hetd) 


hes sieinai tte sitet 

ALL RUSINESS CONNECTIONS NOT SHOWN IN STATEMENT 1 MUST BE 
SHOWN IN ANSWER TO SENTENENT 7, 

ND. In statenseot 2%, the toon “cortrchin:” means the possess on, dtectly or indirectly, of the 


ith. menecement and PIucies Cf a person, whether through 
Cy contract, of otnerwiss, 

‘ 

2). 


' . 
Steen a ee LR er cnN te euliNneSreeianensneisehienatisainspeaneneninismanpies 


(a) Tam at present a Proprictcr, partner, dizecter, Officer, controlling porson, employee, or member of 
the following business Orvanizations, odher than shown in MY ANIME? lO SiiteMeNe Lb kGive full detacts inctuding 
i address, typ: of Ousiness, d2tc connection was €stablisticd, position beld, amount of time devoted thereto and compenssdon received.) 


None: 
LO Tani re ee eee nna tei tieiaacingr ert nitinenktnteintellihintib edidsinainindinlciutien sig tc i 


enema letersi tnencldici nip displ hineliadesiseicss crcl aipeac aileleabcey 
(b) [have or have had a finzrcial or contrulliag interest (through direct or indirect stock or bond owasrshin, 
through ovtst:rding locas, or Oiberwise) in the foilowirg companies engaged in a securities or financial 

Or kindred business, Give full detacs using separate lever, if mecess3iy): 


None, exceovt subsidivries or affiliates of Hirsch & Co., of whic details 
treet ee De SUSI Cl. ae SOF i rseh & Co., of whic! adi 


| cen a 


on file with the New York Stock Exchange. 
ee EH EXCHANGE, _ 


iin, - 


(c) Thave becn, since the date of IY previenis anplication, a plopnetor, partrer, director, efficer, contral- 
ling petsen, employes, er menser af vie lonowiig bustess Oaganizarions: (Give gates of svarecuon, tyre 
OF business, a teress and poution held) 
Details on fe with the New York: Stock Exchan«e, 
ind hh bol wht oh yA Ie ae Semele 


earn 8 — = Se a TIES Se NE LL. ct LTT?! Tt A Sint SRN teen 
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3. (a) Ihave, or have had, since the duis of my previous application, transactions with the following brokerage 
, _ houses, cither in my own name or 1. another Style: (Give addresses, State style used for transactions not conducted 


in own pame.) 
‘a Nonc : 


eT 


(b) I have, or have had, since the date of my previous application, accounts or other dealings (including. 
Joans granted or denied) with the following banks or other financial organizations, cither in my own 
name or in another style: (Give addresses. State style used for accounts oF loans not carried in own name.) 


None, other than as Executor or Trustee, and checking accounts. 


Sr cnn eeereanstunniend sami iil ru a une ae aa ene 
ANSWER “YES” OR “NO” TO QUESTIONS 4 THROUGH 14 
COVERING THE PERIOD SINCE THE DATE OF PREVICUS APPLICATION 


Have you used or been known by any name or style other than as shown above? 


(a) Have you been refused a bond by a surety company? 

(b) Has any surety company paid out any funds on your coverage or cancelled 
your coverage? 

Have your services been terrainated by any employer? 


In yous business connections or employznent in any capacity, has any trans- 
action under your attention been the subject of a written complaint or legal or 
arbitration proceedings? No 


8. (a) Have you ever been a member, or associated as a principal with a member, : 
of any securities or commodity exchange other than the New York Stock Yes, as on file with 
Exchange? the N. Y. Stock Exchange 


(b) Have you ever been a member, or associated as a principal with a member, 
of the National Associstion of Security Dealers, Inc., or any other associ- 
ation of security or commodity brokers, dealers, investment bankers or 
investment advisors? 


(c) Had any application for your approval by any exchange or association, as a 
member or otherwise, been denied or withdrawn? 


Have you ever been associated (as 2 principal, employce or otherwise) 
with any organization which, or a principal of which was refused men:bet - 
ship or withdrew an application foc membership in any exchange or asso- 
ciation? 


Have you ever been investigated, expelled, suspended, fined, censured, or 

otherwise disciplined by the Secur:tics and Exchange Commission, any If so, as on file with the 
State Securities Commission, the National Association of Securities Deal- N. Y. Stock Excl 

ers, Inc. or any other secur’tics oF commodity exchange or association? Bed, Soe = ner 


Have you ever associated (as a principal, employee or otherwise) with any 
organization which, or a principal of which was investigated, expelled, sus- 
pended, fined, censured, or otherise disciplined by such an exchange, 
association, or sccurities commission? 


Have you ever been denicd a license, franchise, permit, certificate or regis- 


tration required tu engage in the secutities, commodiiies, or any other busi- 
ness or profession? 


Has any such license. franchise, permit, certificate or registration which you 
have he'd been suspended er revoked? 

Have ¥7 a ever been prohibited, tetaporarily or otherwise. from engaging in 
the securities, comiedhies, or any oiler businsss of profession, or from 
dealing in any purticulis sccucity oe vommmedity? 
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(2) Elave you ever been associated with any organization which, or a principal 
of which, has been prohibited from engzsing in sny business or profession 
©: from dealing in any perticular security er commodity, or Whose license, 
Franchise, permit, certilicate of registration required lo che age in any busi- 
tcss or profession has been Cenicd, suspended or revoxed? 


Fave you ever been arrested for, or formally charged with, or convicted of 
the violation of any criminal law (other than miner traffic violations) or 
have you been the subject of a court-martial or other form of military pro- 
cccding? 


Are you now or have you ever keen involved as a party or witness in any 
tria! or proceeding before a civil or criminal court, an arbitration tribunal, 
za adminisirative agency, a court martial or other regulatory body? 


Have iny suits, judgments, liens (including tax liens), attachments or other cn- 
cumb-zaaces becn taxen or filed against you? 


Have vou, or any organization with which you have been associaicd, failed in 
busincss, made a compromise with or an assignment for the benefit of creditors, 
taker advantage of any Exemption Law, or been a party to any voluntary or in- 
volur.iary bankruptcy or insolvency proceeding? No 


14, Have you been [fingerprinted in accordance with the law governing securities Y 
persas.ncl in your Staic? (if not applicable, please state) seeiceeesione 


IF YOUR ANSWER TO ANY OF QUESTIONS 4-13 IS “YES,” PLEASE GIVE FULL DETAILS 
(Attach separate signed sheets): 


Question No. 


15. My met worth (including equities in real estate, securitics and other property) is in excess of $_500,.000,. 


16. 1. The following is applicable only.to partnerships: at 6% or 2 1/2% ab 
. : : ae : rime rate, wi’ 
(a) 1 (will) (will not) make a capital contribution to the firm of ($ 400,009. in cash) iene gs 
: a me ever is greater 
socpputatawuecn’ sreunites Y UNXXEMN Ce Sterest; 
(b) 1 will share in 290 ___&% of profits and ____9__% of losses. 
(c) I will have a drawing account as a charge against my interest in profits of S__—-—-— == 


ot AO or 
(&) Iwill have a salary in addition to my interest in profits of $_2.9..000 __ per annum __ 


per 


Il. The following is applicable only to corporations: ‘ 
(a>. 1 (will) (will not) (do) own shares of voting stuck representing --____.@ of the outstand- 


ing voting stock of the corporation for which I (will pay) (paid) $_—_-___-___.. Please indicate the 
date of this transaction: aeaionl 

(b> 1 (will) (will not) (do) own shaies of non-voting stock representing 66 of the 
non-voting stock of the corporation for whieh I (will pay) (paid) $ " _. Please indicate 


the date ef this transaction; ec) 
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(c) I (will) (will not) (do) own ( —_... debentures bearing % interest for which I (will 
pay) (paid) $__- petesicn | Urccanne . participating debentures bearing —_ %o interest for 
which I (will pay) (paid) $ ad 

(d) I will have a salary of $ per 

(c) I (will) (will not) be a director of the corporation, 

(f) 1 (will) (will not) be an officer of the corporation. (State title to be held.) aus 


(g) I (will) (will not) be a principal executive officer of the corporation. A principal executive officer 


must indicate his area or areas of executive responsibility. pee 


Remaining questions applicable to all applicants: 

17. (a) 1 vik} (will not) make a subordinated loan to the meniber organization of $ ~ in (cash) 
(market value of securities), for which I will receive interest at the rate of . %. The suberdinated 
loan will expire ____. che 

(b) I (vill) (will not) subordinate iny claim to the equity as it now and hereafter stands ir my account(s) 
with the organization captioned _.. At the present time, such accourt(s) (has) (have) a 
(debit) (eredit) balince of $__ and long sccuritics with a market value of $ ale 
As compensation therefore, I will reccive interest at the rate of $ ___$@. The subordination of my 
claim will expire : 

(c) I (vill) (will not) become a contributor of a secured demand note in the amount of $ 


* jor which I will receive interest at the rate of _%. 


(a) In connection with my proposed capital arrangement with the member organization as stated above, no 
funds will be borrewed by rie, nor have J siven nor wili J give any note, other obligation or acknowl- 
No exceptions _ 


cent 


edgement in connection therewith (except as follows): — 


(b) Other than as stated in 17(2),1 Grave) (have n>) loans or borrowings revortable under Rule 420 of the 
Bourd of Governors. (Give required details covering reperctable items on a separate shect signed, dated and annexcd hereto.) 


19. The nature of my activities with the member organization will be: (If you are not an employee of the mem- 
ber ov, -uization, briefly explain the nature of any direct or indirect business dealings you have had or coa- 


tempiate bering with the member organization.) Limited FE os icicicemeicaietinliaieiiioraniinen 


do not , presenily 
20. Vintend tc devote aaa exchisively to the business of the member organization (except as follows): —— 


RL LL CT OI, 


; IMPORTANT 

The following section must be executed by all applicants in conection with the proposal outlined herein: 

This application for approval by the Board of Governors is not being made in ceiiance upon the stand 
ing of the above named orgarization as a member organization of the New York Stock Lixchanve 
(“Exchange”) of upon the Exchanye's surveillance 1 such organization or its capital position, | have 
made an investigaiton of such member organization and its partners, officers, directors and stockholders as 
{deem necessary and appropriate under the circumstances, including 9a examination ot the latest certified 
audit by. Havskins_& Sells dared Sept. 20. £909 and a recent computation of 


Name of Auciter tate. . 
net capital prepared by the member organization dated Le 1970 Tam not relying, upon 
ate * 

the Exchanre to provide any inormation congeraing of relating to such member ercanizetion and agee 
that the Exchanee has no responsibilty to disclose tO me any information coacering ve iglating to such 
member organization which it may uow, or at any futme nme, have. Pace for mycell, my persoaal repre. 
sentatives, successors and assigas that neither Ure dixchance, iis Special Trost Fund, ner any goverier, 
officer, Wustee or employee ef said Exchanye oc Pus sual be tiabls to me with respect to my investment 
or interest in steh member organization er Whh respect to eny repayment of any such investment, 


sd mmeceonaanr om ocmtaneserennart te eenimetstron mk oe 
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‘The applicant, in signing this applicriion, agrecs to abide by the Constitution and Rules of the Board of 

Goz-rnors of the New York Stock Exchange as the same have been or shall be from time to time amended and as 

@ same shall apply to him, this agreement to become effective in the event of the approval by the New York 

7 Stock Exchange of this application. Moreover, it is clearly understcod and agreed thai the proposal outlined 

* herein anit in every supplementary sheet attached hereto may not become effective until it is approved by the 
Board of Governors of the New York Stock Exchange. 


The 2pplicant agrees that (1) if any share of stock of the member corporation which is not a frecly transfer- 
able sccurizy should at any time bz acquired, held or owned by a person not approved by the Exchange, except the 
estate of 2 2ceased stockholder for such period as may be allowed by the Exchangé, or (2) if any person required 
to be appzoved by the Exchange as an approved person fails or ceascs to be so approved, or (3) if any stock- 
holder sheu!d violate his 2grcement with the Exchange, the member corporation may be deprived by the Ex- 
change of 211 the priviicges of a member corporation. 

*The -rplicant 2!so agrees to comply with Rule 312(c) and Rule 313(b) and such oth~ provisions of the 
Constitution 2nd the Rutes of the Board of Governors relating to approved persons as shall from i.°* ‘0 time be in 
effect. The zpplicant agrees prompuy to notify the Exchance, so long as it remains an approv::' »crson, of any 
acquisition et disposition by it of any security of such member corporation. 

The arplicant agrees that the approval of this application by the New York Stock Exchange may be with- 
drawn if, in the opicion of the Exchange the applicant has: 


(1) violated any provision of the Constitution or of any rule adopted by the Board of Governors applicable 
to it as the same may be from time to time in effect; 


(2) viclated any of its agreements with the Exchange; 
(3) made any misstatements to the Exchange; or 


(4) been guilty of (i) conduct inconsistent with just and equitable principles of trade, (ii) acts detrimental 
_AO the interest or welfare of the Exchange, or (iii) conduct contrary to an established practice of the 
Exchange. * 


©*] forther state that I have read the Constitution and Rules of the Board of Governors of the New York 
Siock Exchange and I hzreby pledge myself to abide by the Consttation and Rules of the Board of Governors 
of the New York Sto k Exchange as the same have becn or shall be from time to time amended.** 


The lznguage enclosed in single asterisks (*) applies only to approved persons. While the language enclosed 
in double astcrisks (**) applies only to proposed ailied members. The language not enclosed by asterisks applies 
to all oT 


: , » 
Date js © id | “ enmniget ttre. << © : =< ae “ ¢ 
/ 4 : Gignature of Ap. ant) 


e State of __ New York 


ie : in the year 1970. 


Before mc personally came________ Howard C. Hirsch sto me known, 
and known to me tw be the person described in and who exccuted the foregoing instrument, and he 
duly ecknowledged to me that he executed the same, a 


ae 


Note: cuted outsite ef New York “ ‘ ee : & re ey pe 
State, tk Cattdocue oh County ‘Cherk pd Pritle af. ops U 0 pee Lae Viet iy ‘i eae” fa 
Other amp repos olntal as to the authority e 
Pape tir a er." wg or other ofiiwial tabing 
Shnowled great, 
° : LILIAN 2. MAURIN: ROCCENKAM 
Notary Public, State of New York 
We 39.3377355 
Qual.hied in Bliss County 
te ite iO og 

GS1-H: Rev, 4/70 (29-750) Comenseirn Eccites March 30, 1971 
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Wise EX. AK, 


~~ 
K. Deft. Exh gor 197 ...nahn! 
. . Saeecene™ 
Pe Charles Shazi'a, co{(¢{ 7 
NEW YORK STOCK EXCHANGE Doyle Renortinr 79H 


Application of ct i ra as 


An Allied Member of the New Stock Exchange (C) An Approved Person (Further qualify) : 
(Further qualify) : (C non-employee director 
a general partner in a member firm () non-employee holder of 5% or more of the out- 
(C0 adircctor who is an employee of the member standing voting stock of the member corpor- 
corporation and a holder of voting stock me wie, Seid a , 
C) aprincipal executive officer of the member Cc and cco pease poor —e 
corporation and a holder of voting stock € A holder of non-voting stock 
() an employee of the member corporation C) Aholder of debentures 
holding 5% or more of its outstanding voting (3A limited partner 
stock C) (oer) 


of the member organization of Dan Po e. Tt 
nT 
to be cflective : 


4S OGasedk Sr WV«¢ 


Address at which applicant will make his office ____.= _* 


Applicant’s home address ea St Lut Kye AV \ 


In answering the following statements, give ruil details, using separate signed shects or letter of explanation, 
if necessary. __ 


1. Since see. 192.2 __, the date of my previous application I have been engaged in business 


as follows: - ‘ 2 
eee ue H Jd tl. vo LK , J ATT lu - 


~ /1e 
(Date) (Date) (Organizatide/ and position held) 


ik AAG isle Aiaiesscecbans:: Stasis ieseaiiisaleaiinudas 
(Wate) (Date) (Organization and position held) 


ALL BUSINESS CONNECTIONS NOT SHOWN IN STATEMENT 1 MUST BE 
SHOWN IN ANSWER TO STATEMENT 2. 

N.B. In statement 2, the term ‘‘controiling” means the possession, directly or indirectly, of the 

power to direct of cause the direction of the management hd policies of a person, whether «srough 


the ownership of voting securities, + contract, or 
(Secusities Exchange Act of 1934, Sec. 12) 


(a) I am at present a proprietor, partner, director, officer, controlling person, employee, or member of 
the following business organizations, other than shown in my answer to statement 1 (Give full details including 
address, type of business, dute connection was established, position held, amount of time devoted thereto and compensation received.) 


(b) Ihave or have had a financial or controlling interest (throug) direct or indirect stock or bond ownership, 
through outstanding loans, or otherwise) in the following companies engaged in a securities or financial 


or kindred business. (Give full details using separate letter, if necessary): [ : 
totorkty ivterty Grud pubs diane, + YEL abe, 
Oo) bl vn CON Ye Ge a 


(c) I have been, since the date of my previous yA ray ong a proprictor, partner, director, officer, contro!- 
ling person, employee, or member of the following business ongunizations: (Give dates of connection, type 


of business, address and position held.) 
pte \ + ) 
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3. (a) Ihave, or have had, since the date of my previous appi/*tion, transactions with the fo!lowing brokerage 
houses, cither in my own name or in another style: (Give addresses. State style used for transactions not conducted 
in own name.) ‘ 


Mikro 


(b) I have, or have had, since the date of my previous application, accounts or other dealings (including 

loans granted or denied) with the following banks or other financial organizations, cither in my own 
name or in another style: (Give addresses. State style used for accounts or loans not carried inown name) Qq.. ect. d-; a 
+ 


rs ao pyr 
| >) a he “ ee ee ae. ee Aw ti borat Ti ‘ae — tow 
| fut, Yetta, | ry a We. MH. Cf, 
—VWWiH2.. }}=.,-—— nny sealommul 


ANSWER “YES” OR “NO” TO QUESTIONS 4 THROUGH 14 
COVERING THE PERIOD SINCE THE DATE OF PREVIOUS APPLICATION 


. Have you used or been known by any name or styie other than as shown above? 


. (a) Have you been refused a bond *~ > surety mpany? 


(b) Has any surety company paic \y funds on your coverage or cancelled 
your coverage? 


. Have your services been terminated by any employer? 


. In your business connections or —. in any capacity, has any trans- 
action under your attention been the subject of a written complaint or legal or 
arbitration proceedings? 


. (a) Have you ever been a member, or associated a .wicipal with a member, ° 
of any securities or commodity exchange other than the New York Stock 
Exchange? 


(b) Have you ever bcen a member, or associated as a principal with a member, 
of the National Association of Security Dealers, Inc., or any other associ- 
ation of security or commodity brokers, dealers, investment bankers or 
investment advisors? 


(c) Has any application for your approval by any exchange or association, as a 
member or otherwise, been denied or withdrawn? 


Have you ever been associated (as a principal, employee or otherwise) 
with any organization which, or a principal of which was refused member- 
ship or withdrew an application for membership in any exchange or asso- 
ciation? 


Have you ever been investigated, expelled, suspended, fined, censured, or 
otherwise disciplined by the Securities and Exchange Commission, any 
State Securities Commission, the National Association of Securities Deal- 
ers, Inc. or any other securities or commodity exchange or association? 


Have you ever associated (as a principal, employee or otherwise) with any 
organization which, or a principal of which was investigated, expelled, sus- 
pended, fined, censured, or otherwis» disciplined by such an exchange, 
association, or securities commission? 


. (a) Have you ever been denied a license, franchise, permit, certificate or regis- 
tration required to engage in the securitics, commodities, or any otner busi- 
ness or profession? 


(b) Has any such license, franchise, permit, ce:tificate or registration which you 
have held been suspended or revoked? 


: (c) Have you ever been prohibited, temporarily or otherwise, from engaging ip 
the securities, commodities, or any other business or profession, or from 
dealing in any particular security or commodity? 


ae ‘at 625a . 
\ i %\ DY . 
(d) Have you ever been associated with any organization which, or a principal 
of which, has been prohibited from engaging in any business or profession , 
or from dealing in any particular security or commodity, or whose license, 


franchise, permit, certificate or registration reouited to engage in any busi- Yo 
ness or profession has been denied, suspended or revoked? scctimeteeianineaaiuauiiatainaenal 
11. (a) Have you ever been arrested for. or fom.) charged with, or convicted of 
the violation of any criminal low (otner than minor traffic violations) or 
have you been the subject of a court-martial or other form of military pro- ape) { 
ceeding? : 
| 


(b) Are you now or have you ever been involved as a party or witne-: in any 
trial or proceeding before a civil or criminal court, an arbitration tribunal, i } 
an administrative agency, a cu: martial or other regulatory body? Pe toa” TE 

12. Have any suits, judgments, licns (including tax liens), attachments or other en- —— - bald! od 4 ge 
cumbrances been taken or filed against you? > o%, Oy) Zu cg ¥L 


13. Have you, or any organization with which you have been associated, failed in 
aA business, made a compromise v ‘th or an assignment for the benefit of creditors, 
dy taken acvantage of any Excmption Law, or becn a party to any voluntary or in- Vs 
voluntary bankruptcy or insolvency proceeding? ee 


14. Have you been fingerprinted in accordance with the law governing securities 2 
personne! in your State? (if not applicable, please state) cae Serene 


IF YOUR ANSWER TO ANY OF QUESTIONS 4-13 IS “YES,” PLEASE GIVE FULL DETAILS 
(Attach separate signed sheets) : 


— Q ‘estion No. 

oe (,- Ne O flit AQ0Q - @ Veeenge has C. beet iam 
—_[pteaais three Wl NOE Ce heaton Retna 

ete 7 WE ey a el ON j 


; UL a, porlve PN e mee 


a 


15. My net worth (including equities in real estate, securities and other property) is in excess of gf ore f= eos 


16. I. Th: following is applicable only to partnerships: 
(a) I (will) (wittnet) make a capital contribution to the firm of ($ Lore cou in cash) peerage 2 : z : 
in market value of securities) at _§£ __ & interes; F444 PAE re” t% 6 : 
fpirke a CT PP tue 


Lt ee 
(b) Iwill share in 2% of profits and 2 _% of loses, 7 beep 
(c) I will have a drawing account as a charge against my interest in {3e2 ors EH) gu per 


; or 
(d) 1 will have a salary in addition to my interest in profits of $2 6o72 per BU thst eaten 


JI. The following is applicable only to corporations: 
(a) I (will) (will not) (do) own —-_.__ shares of voting stock representing 
ing voting stock of the corporation for which I (will pay) (paid) $ 
date of this transaction: 


(b) 1 (will) (will not) (do) own ____- shares of non-voting stock representing - ‘% of the 
Please indicate 


% of the outs.and- 
. Please indicate the 


non-voting stock of the corporation for which I (will pay) (paid) $ 
the date of this transaction: 
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(c) I (tit) (will not). ic) own (________ debentures bearing -% interest for which I (will 
pay) (paid) $______._) participating debentures bearing _____% interest for 
which I (will pay) (paid) $__ESE). ; 

(d) Iwill have a salary of $. . per 

(e) I (will) (wi!l not) be a director of the corporation. 

(f) I (will) (will not) be ah officer of the corporation. (State titie to be held.) 

(g) I (will) (wiil not) be a principal executive officer of the corporation. A principal executive officer 
must indicate his area or arcas of executi,. responsibility. 


Remaining questions applicable to all applicants: 

17. (a) I @aH) (will not) make a subordinated loan to the member organization of $ in (cash) 
(market value of securities) , for which I will receive interest at the rate of —%. The subordinated 
loan will expire 

(b) T (will) (will not) subordinate my claim to the equity as it now and hereafter stands in my account(s) 
with the organization captioned ==. At the present time, such account(s) (has) (have) a 
(debit) (credit) balance of $ ————___.and long securities with a market value of $_. 

As compensation therefore, I will receive interest at the rate of $ —%. The subordination of my 
claim will expire 

(c) I (will) (will not) become a contributor of a secured demand note in the amc:int of $__. 

for which I will receive interest at the rate of ____%. 


(a) In connection with my proposed capital arrangement with the member organization as stated above, no 
funds will be borrowed by me, nor have I given nor will I give any note, other obligation or acknowl- 
eK 


P A : yi yt" 
edgement in conrection therewith (except as follow.): 


(b) Other than as stated in 17(a), I (have} (have no) loans or borrowings reportable under Rule 420 of the 
Board of Governors. (Give required details covering re..ortable items on a separate sheet signed, dated and annexed hereto.) 


‘The nature of my activities with the member organization will be: (If you a.c not an employee of the mem- 
ber organization, briefly explain the nature of any direct or indirect business dealings you have had or con- 


template having with the member cree Pe eee 


. Tintend to devote my time exclusively to the business of the member organization (except as follows): 


= The ow tee fen 


IMPORTANT 


The following section must be executed by all applicants in connection with the proposal outlined herein: 

This application for approval by the Board of Governors is not being made in reliance upon the stand- 
ing of the above named organization as a member organization of the New York Stuck Exchange 
(“Exchange”) or upon the Exchange's surveillance of such organization or its capital position. | have 
made an investigaiton of such member organization and its partners, officers, directors and stockholders as 
I deem necessary and appropriate under the circumstances, including examination of the latest certified 
audit by fei @=> (eee. dated tee Be Y ZA anda recent computation of 


N f Audi Dat 
net capi‘al prepared by the member organization da vit . Tia it (20. I am not relying upon 


ate 
the Exchange to provide any information concerning oy selating to such member organization and agrec 
that the Exchange has no responsibility to disclose to me any information conccring or relating to such 
member organization which it may now, or at any future time, have. I agree for myseif, my personal repre- 
sentatives, successors and assigns that neither the Exchange, its Special Trust Fund, nor any governor, 
officer, trustee or employee of said Exchange or Fund shall be liable to me with respect to my investment 
or interest in such member organization or with respect to any repaymert of any such investment, 


67a oY 


The applicant, in signing this application, agrecs to abide by the Constitution and Rules of the Board of 
Governors of the New York Stock Exchange as the samc have been or shall be from time to time amended and as 
_ the same shall apply to him, this agteement to become effective in the event of the approval by the New York 
Stock Exchange of this application. Moreover, it is clearly understood and agreed that the proposal outlined 
herein and in every supplementary shcet attached hereto may not become effective until it is approved by the 
Board of Governors of the New York Stock Exchange. 


The applicant agrees that (1) if any share of stock of the member corporation which is not a freely transfer- 
able security should at any time be acquired, held or owned by a person not approved by the Exchange, except the 
estate of a deceased stockholder for such period as may be allowed by the Exchange, or (2) if any person required 
to be approved by thr Exchange as an approved person fails or ccases to be so approved, or (3) if any stock- 
holder should violate his agreement with the Exchange, the member corporation may be deprived by the Ex- 
change of all the privileges of a member corporatior. 


*The applicant also agrees t» comply with Rule 312(c) and Rule 313(b) and such other provisions of the 
Constitution and the Rules of the Board of Governors relating to approved persons as shall from time to time be in 
effect. The applicant agrees promptly to notify the Exchange, so long as it remains an approved p son, of any 
acquisition or disposition by it of any security of such member corporation. 


The applicant agrecs that the approval of this application by the New York Stock Exchange may be with- 
drawn if, in the opinion of the Exchange the applicant has: 


(1) violated any provision of the Constitution or of any rule adopted by the Board of Governors applicable 
to it as the same may be from time to time in effect; 


(2) violated any of its agreements with the Exchange; 
(3) made any misstatements to the Exchange; or 


(4) been guilty of (i) conduct inconsistent with just and equitable principles of trade, (ii) acts detrimental 
to the interest or welfare of the Exchange, or (iii) coi.duct contrary to an established practice of the 
Exchange.* 


**] further state that I have read the Constitution and Rules of the Board of Governors of the New York 
Stock Exchange and I hereby pledge myself to abide by the Constitution and Rules of the Board of Governors 
of the New York Stock Eachange as the same have been ur shail be from time to time amended.** 


‘The language enclosed in single asterisks (*) applies only to approved persons. While the language enclosed 
in double asterisks (**) applies only to proposed allied members. The language not enclosed by asterisks applics 
to all applicants. ‘ 


ne Gl. 
(Signature of Applicant) 
State of — | 
8S.° 
County of eG 


On ne ae of , in the year 197.0. 


/ 
Before me personally came. —___________ to me known, 


and known to me to be the person described in and who executed the foregoing instrument, and he 
duly acknowledged to me that he executed the same. 
Note: If executed outside of New ‘York 


oa y Ircwne: Kerggenhonp. 
State, attach Certificate of County Clerk or 


other appropriate official as to the authorit RIN ROGGENKAMP 
of the Rocay Public aa caer official rbd ULLIAN 1. MAUR Sinte of New York 
the acknowledgment, Notary ws ‘ee 9.5 
ty 
Qual.{rod in’ Coun 
Commission Ex:.ires reh 30, 1974 
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6TOCK CROCHANGE 
: : 25 BROAD STREET + NEW YORK,NY. 10004 
MOEWAIIA nt LONDON (212) 422-OC00O * CAOLE “HIRLICO- NEw YORK 
MAL Hered begD ¥ Fats %j 
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VOSTEM At. 

DALLAS, TE rae 


2h, 1970 


Rew York Stock Exchance 
Departicent of Manber Firms 
4 New York Plaza 

New York, N. Y. 10004 


Attention: Chief Exaniner 


Gentlemen: : : : 


Enclosed please find our answers to the Special 


Operations Questionnaire for the period ending April, 1970. 


' - Very truly yours, 


Ai ee 


HIRSCH & CO. 


* 


4 COAND OF GOVERNORS — NEW YOrUS STOCK EXCHANGE 


oT ————_ a aaeeennenenienaee steam 
OF RESPONOLE GHGOASIZAVIGN i CUADINGD HEFONT OF ALi OFFIC’ES OF NELPONDLNT 
’ OnGAMZATION FOR THE PONTH CENeg: (AAW AG 


I 6 g eT PRE 5 : 
HIPSCH & CO. LAST PREVIOUS REPORT DATE: = 9 pag /74 
*Naskins & Sells CPA now conducting a J 
‘Surprise audit’ as of 4/24/70. Current Keport ost Previous Rewoart 


Sumavitize the results af the latest computation med of the Ratio of i 
Aggregate Indebtedness ta Net Capital in accordance vith Rule 325: : 


a ED 


Date as of which computaiion was nade _ "3/31/70 1/30/70 


Ainount of Acorcegute Indcbicdnzss . $ 56,945,208 $ 63,729,945 


_ Amount of Net \Vorth (exciucing Cubordineted Borrovings) $ 15399 ,252 $ 71,693, 329 


$ 2,572,443 |§ 4,032,289 


’ Net Value of Sccurities in Proprictary eccounts 
Amount of Subordinated Borrowings oe 4,001, 21 8 . 3 ,395,0a5 
Net Value of Sccuritics in Subordinated Accounts a 1,246, 152 s | 2yotaeoas 
Amount of Net Cepital , $ 5,671,330 |S 5,204,509 


2004 % Lea 


Ratio of Acaregate Indebtedness to Net Capital 


ne een nnEennAnnnnnnna nenanensmenemanmeennenenees emememnemnmemenmennmeennall 
at. Amount of Net Capitcl in Excess of (or Less then) inimum [§ a S 4 
* Requirements d 2,824,070 2,018,012 


° 
poh a phd een hehe 


nen erence eect: 
Furnish the following information as of the date shoven in énswer 12 question 
tA above: 


A. Unresolved stock record differcice positions with no known reicies 
tedger arnounts: o 
a eemsnmnmanemeneneemememenmenl Y 


1. Total number thereof 


2. Total LONG maiket value thercof $ 2,350 


‘4 Totel SHORT market value thercof . oe S$ 21, 7e7 


4. Were the LONG values icnored in the capital computntion ves D 
summarized in answer to question 1? 
os ala en <element tte 


Vere the SHORT veotues charesd to capital in the capitel computution YESNE 
manned evenewee to question VP? 
Loder amoonts corps rey SUSPENSS PELERIS and/or DIFFERENCE 


ARQQUNTS with no biscowee eel ted Securitics positions! 


Tot) nuatee of such SUSFPONSE PLS and OLE PSNERCE 
AMOUILOS 
Lo eC NSS AOE TT TOLLED BO, 
2. Total of such levtoes DEBIT atnounts 


EE CA NCIC 


| 
| : Caen 
as Totel of sinh heals ¢ i 44 oD Ues 


A. Were tte ore nts ac gtore cd ey tree spubbearape it teste sums ited Pyp tyers 


tele 6 


treeriwee Gree tna le 


ms omer ae 


ees ee a IE NN 

COED FOr: Ter ALL GEEIEE Sy GE Mi otetdte ten | 
TALE ATION EC ae Fs 

ORG A THN ye Todt 3 HEROD: A729 


HIRSCH & a LAST PREVIOUS RELONT DATE: 2/20/70 


whet OF Trea Unutnt TONGALIZN) tuid 


Current Report Lest Previaus Poport | 
va C.  Leducr amounts comprising SUSPENS® ITEMS with known eclated : 
cut, SOCULILICS POLItIONS: 

bites 


ee eee 
< einai enmm cae Caatein enn ae 


imber of such SUSPENSE ITE 14 (as of 34 (as of ha 
Total number of such SUSPENS 5/7/70-0) is 


Total of such ledger OELIT anounts $44,942 (as of 
5/7/19-%) 


ec 
S LV] (as cr 


Total of such ledecr CNEDIT cmcurts 

j 5/7/70-C) Asie 
Total martet velue of LONG sxcurities positions relutcd to g 4 6042 (as Of 1654,590 (an 
SUSPENSE Vicits §/7/70-5) 2/11.-5090) 


feied 
Ne etch rieaeamerreninemmtianee 
Total market value of SHORT sccurities positions related to; S pose $26,926 
SUSPENSE Iihas Nae 


re these balances oe merket vitucs consider t - on, 
‘ere i : cd in the capital YES EX YESSY 
computation s: summarized in untverto question 1? 


— ee oe ee 
’ 


oe oe nnn ee = nn csenmenttonetd ee 
ee oe oe 


OS ee eee eer 


Dividends, rights and similar cisirivutions receivable outstanding 20 | 
‘days and loncer: ' 


Total lecser emounts of such distributions receiveble in cash S$ 329,470 |S 386,821 
ecm ernest 

Total market value of such distributions receivable in stock, rights, 

etc. : : oe 8 $ 64,050 S$ 178,57). 


Ky “a 15 GF me’ av flue 4 coital i ’ Phatd ‘ a ~ 

Vere the tatal ledeer amcunts sad xet values charced to capital in YES ix Koo YESHN NOC 
the computetion summarized in answer to question 1? 

SUSPENSE ITENAS represent individuatly identi Cable 2. DIF FEREMCE AMOUTITS renrcsent currently union tif oe 


NOTES: 1. 
transactions which have not been cleetyciup i the nornisl course items anc moy t-a-cb na fcquires to palance dary cenctil ait? 


of business. They may have known retested LOWS or SHORT activity. They ha.e mo known recited LONG of SHORT 
SCCUriILICs POLI: ONS. 


securities positions. 
Furnis th the information requesicd wil! 
counts mete since the lest fas Special . 
. Cagis rs 
Operations Questionnaire was tiled: Per Cent facts ierket Velue of 
of Totz! Unresolved Diflercaces 


Positions | Unresoived 
Counted | Oo ierences | Long Shave 
| RAI FTI 


IN YO TEE CERN mem 


Current fesore 


A. = Securities: 


1. Sccuritics in active box a/o 4/24/70|66 ciff 


2. A other securities tecordid as being in 
physical porsession a/o 4/24/70 160 dif! 
eh ates altal OMT aA ca RUSE A CMSA AE RSEIAET 


ite Qpen transfer itears counted a: if cos hnered 
fo stock record a/o ! ise 6/70 


one + enema ee wee ema as 


me - eeeomrnomann © eee 
ae gee ae 


eee ae ee ome ne ae bended demain a 


Lose Peeviar.s Hee. 
apr coir 


—_ al 
A. Securities: 
eo. 
es tad dbebneeveraiongtie sates non’ Real 


S 


ccetpecane eel ieee = sates te = seetae go Sipments aemmminanee me ane seman 8 mae, + = Se A ce ema foe eam mam se oe ee eee in see 


2, AGL citboet Nee em iben be atee’ A 
1" ie of peace nt 


ee ee 


ii ipa ket ee 8.” 


fee Sher hon ard a] fiy s/s} wey 


1. Securities in active box a/o 1/9/70 194 ai’ f 100” =H 


7 . 
. 
ee ae eee eee “ 


ow orca on 
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NIRSCH & CO. 


rit 


a ee ee 

Conti O MP POUT OF ALE OFNICES OF CNS 

ONGAINSATIO’N rorwre eon tnoin. % / eu ! 
in tin 


a 


LAST PREVIOUS HEFORT OATC: 2/2 9/190 


en CLL 


Furnich the infarction celled for 
Bh ivish cocpect to the lant pro's (ken 
of the folaveing accounts: 


A. Customer eccounts * 4/24/79 
a enenenein 

BB. .Fail to receive 4/39/70 

i anew cianennenen 


“ 4/30/79| 


C.. Faillto cdetiver 


4/39/70 


D. Stocks borrowed 


E. Stocks loancd : | 


eaten nnn manne maser © 
——— eal 


Customer accounts 


| 1/30/70 | § 


1/39/79 


Fail to receive 


Fail to deliver 


1/30/70 
1/30/79 


Stocks boriowed 


/ 
E. Stocks lozned 2} 1/30/70 


NOTE: DETAIL MECORDS consist of the surrovting documents and/or 
lect gazes veliich Suaart Ure betas ces foo 2: Sine sees ror 


control accounts. Fer example, te c: tel eecores Sup, WUAZ VIE 


tT) 


- 


eee eater NST 


*laskins & Sells CPA surprise audit. 
4 Furnish the foilov:ing information as of moath ead: 


ALAA LALLA AT 


iene 
. | Totals of 
cad Detail Records © 
ioe 


S 3,163,970 


icaiantiinilienteseiencelnninn 
Ss 2,971,490 $2,971,400 > =«O- 


S$ 4,665,520 


Current Lepore 


Balant ia 
Control Accounts 


¢ 2,707,655 


mene ae maemo = cae enncnnenncnemennson nara 


Last Previous Report 


rae " - aemearnemesneaniests aaa 


—— anna 


I's 4,582,692 | $4,582,692 |§ | 


s 3,163,070 S$ -0- | 


| 
| 


$6,665,520 $s -0- 


mm cain senne 


general ledace custonee control cccount are the customer of ot: 
and thes? susnart rg the general lectser {au control rcee 7: 
the fel units ma ataned in the Cage ond re'ated COP toe’ 


Current Report Last Previous f° 


PETE EL OLLI CECE us on aiesaenadlmanaecindl 


Number of securities pasitions with unresoled stock record breaks. 


Total market value of unresoly ci STCCK RCCORD ENEAKS: 


2. SHORT 
ocean AL LE LLCO LOCA OL 
RECORD ERB ARS refer tact ef trtance secunties 


ROTE: STOTH 
ot ete Cat ds by the aaly 


Partte te eo 
Pecertateena Ob tenet ey Fiery cee nee 
* 


 celenen cena ets ae aN ea OO 


fhe Steck geeaed wt 


ee meni! 


iV. 


Colsdhehp HLPOND OF ALU OITICLE OF NLieDt Dine 
ORGANIZATION Fon THe moyen: &/'70 
LN NSE RES NN 4 | 


IIRECH ‘ : 
wast LAST PREVIOUS KEFOnT DATC; 2/20/70 


SO ee ee Ne 


SL OF RESVORMDENT OP GANIZ005 won 


Furnich the ierciauion tuned wath meseet to Current Report | 


reconcik veas performed in conneetian with the aan 
foliaving items since th test previcus Special # of Total Hlumter of Afarket Value of 
Operatinns Guzitionnaire wus biled: = sey Unresolved Unreselvinl Differences 
cont'd. & 
Reconciled | Pifferences Long Short 
ihlceitiileirebibiniets shlalilesl eeu alas 
A. Coliaterel ems contumed with banks and 


comp.icsd to stock record 4/24/70! *t100 % 


ant eompzred 40 tha CCS Closing Leemser [4/24/704°*100 ae 

Statement eed aes 

ao re Uaternte 

cheb dhe confirmed end compered to 4/24/70\* ee | | 

fakes ee 14f2a/ialeeigg | Lp | 
oe 


Stocks loaned confirracd and compared to + ; 
stock record 4/24/70)**100 % 


niin on bas ile ilsimacinasrank 
oe ose Last Pr-vious Regort. r | 


Colliteral items con‘irmed with benks and 
compared to stock record 10/10/6 


Securities recorded as deposited with CCS 
and compzred to the CCS Clearina hiember 1/30/70 109 
Statement 


Fai's to Geliver confirmed and compared to 
stos!: record 1/30/70|* 100 
Fails to receive confirmed and compcred to = 

: : 1/30/79| * 100 


stock recard 


Stocks borrowed confirmed and compared | : 
to stock record r : Shar aisG 100 ¢; 


Stocks loorsi confirmed and co:i,.arcd to 
stock record 


| 
12/31/59 100 * 


**Confirmation request being made by Haskins & 
Sells CPA as of 4/24/70. 


A. 
atmacth. end: 


Current Rerart 


625 


$143,306 $ 114,285 
S$ 30,421 


St =—_o-:lCOoOoOoO— —- er rrr 
———S SS: ————— 


Sie MMOCR UCN OP UNICTUOS eos OF Ltadke ry 


pene alg : 
aaa 
os 
V. Tot.d nesnber of accounts 
SO SS LL iS eens henna guestssns 
2. Totoltentger OE UEE bulinees ‘ A 3 > 326.17 


LL LO LE LS AT TS TN RTT teeter 


Vent bee eek ot oe Peo oof “PETIT 6. tee 8.  ONeet ef iodo . Nw 


. 
° 


* 
a es diate CSE FS” scl cence tinea biouit 
Gh RU PORIL AT ORGANZA 107 COsiiLb WiPUL OF ALL OL RIGES OF WH SPOOT ET 


oe MIGAMIZL TIO FOR TE te i : ‘Vt 
HIRSCH & CO. Quineuzerirs fos yu wena noe, AE 
LAST PALVIOUS NErORT OATC: 2/20/79 


Current ficrort Last Previous iiec ort 


flotemenis: 


: ec eee CL CLL LLL LLL 
Furnish the foilaeang information on bank accounts én related / 


: ' : 4 
siiintenheniniatsaibaie tae 
A. Latest date, prior to the report date, es of which ALL bank accounts | ., 
‘ 1 ; r NI i“ 
hed been reconciled \ ehruory, 1970 |November, 196° 
eye: “OKO RIE po * * ; : . € a veshnin, 
Tote! emourt of unicic niified reconciling items which could cventually ce 
require etiuctment oltecpancent’s profit end loss Seco iAits 35: 
eh. hates dedicates 


DELITS ( ee eee 


cemeteran amtamenent 


yh CREDITS $ -0- $ 190.08 


LCC LTCC CLL LOL LO 


NOTE: DERIT ond CRENIT emounts aypliczhle to uniteatified recon: 
ciling items should be shown separately. They should NOT be 
netted and shown a3 a singic cmount. 


i With respect to clearing arrangements: 


A. ff the respondent clears through other brokerage orcenizations, state: E 


N/- 


1. Letest date, prior to the report dite, to which omnibus éccounts 
cerricd for the respondent by clearing brokers had been reconciled 


2. Total amount of unresolved reconciling items: 


(a) “DENITS 


(by) CREDITS N/A S$ N/A 


COE RE TS TCT, | 44 8 0 eremmarmmucmmnanann a aah em ay | 


m ‘ 
3. Total market value of unresolved recénciling items: 
{a) LONG 


(b) SHORT 
ee es rt ee 


SSS 


Bo UW the mspoadent clears for other brokerége orgenizations, state the 
numbicr thercof . 


ee ee siecle ua adrasueselecsclits esteashenela soe taeda 
Or COIR DHIPORDOFALL OF FIGS OF MASPORL! TT 
oncaAnizanien ronment 4770 


i OF BELPORULEE OF Getetzat bold 


HIRSCH & CO. LAST PALVIOUS HLPOUT DATE: 2/20/70 


Current Report last Previous Report 


SY eo pre erent, 


“ith wespect to clearing arrangements: 


Hf the respondent clears through the Stock Clearing Corporation’ sf 
direct wnisil ch. srtney feciltias, ttate: 

4. Letest cute, rrior to report date, to which the omnibus eccount 
Curicd for ts rezpondent by the Stock Clearing Corporation had 


heen cecart 4 


2. Total emiount of varesolved reconciling iten:s: 
(a) §=DEnits 
(b) CREDITS 


3. Total market vilue of unresolved reconciling iterns: 


(a) LONG 


(b) SHORT 


NOTE: DELIT ent CREDIT amounts and LONG acd SHORT marker 
WOlIGS Pptize to unresolved teconcing uens should each be 
shown separately 


> 


ey 
Stato the averero number of TRADES exceuted por trediug day of the 
mouth, for custorers, other brokers and the responcieit in each of the 


following markets: 


——. 


New York Steck Exchanye 


All other securities exchanges 
Over the Counter 


Other: 


Totals ' 815 1,310 


“sets 


<rue serene aarti itiaemaan acaaenntiaasiieeetaaatteN 
HOTES: V. THADES caveat of the Pyeng aed cell octets ander 2. UF the afr Ae stem os reeietiet ey eet eget tion wall pe 
Haken foe Custer res. atte tame ded thee ee mengeret’s afesteetedd cage cent te Ol Vie eetinetedent § bes ores tag 
PREQUCT Ory Co veete shia nes itm the ister ef eather “debe” Caste, ny erey be eet 8 anetan Seteneten ered | averse ne 
Heer wif iae endee dy Oeeentes ale eetteet ane artic. Ne bebe s cee sects ot Uet ote es, Spmet) cleanness, Cone. 3 
BCH CS cree Pe pee OP Lee te pantoat beeen t the orenb ane cles encet, aise toile 
Bebe esd bee Career emer. crete ate oeh Oot GBs ested Gebet 0) betes Pet 
BVH Ww mete ol teats, we eretoe fae the pantie en bor seted af, 3. Teaisactions etetedt on the “Other” cateaory (ODD oh ste 
* «Heaters oof afte Git . cd Stes of Wee wea tees ob Geer re tee ae eves ab foew Vek beten bk Db eeteer pt, 


Soy. fe Vote te., weer ete bie 28 
AUN gethed Set tet eee bee a, or Olcr thee Canentet 


Fite, Sheet EE Carretera as fever Prades 


OA a NEN A NR RNIN to = ay a RNR emacs SA mm ONE a 


ee me ete te nme ce a et 


os ee ee eR NN eet 
ary ‘out POND GRGAMIZATIG COMdbt O HEPOUE OF ALL OOTILEN OF EEL Gate 4 
OnGAmH PATH di Oi Ue own Le ase 7. 


a ee ae see te 


NIPSCH & CO. LasT rucvious ncronT DATE: = 2/20/70 


Curent Report fost Crewiaus Meco 


ON NE NF ON EN We CORE HE NTS FE ON Oe 1 erm 


Static the average number, per trading day of the month: 


Of UNCOMPAKED TRADTS and ADVISORY TRADES 


Of correcte:! of cuncclled trades (11 3 correction and a cerceliction 
apply to tbs sone treds, inch'c Uem a a single iten or'y) 
Sa eawncin ac  eneeaeetninaemmnncctit 
HOTES: 1. AnthICCSPANED TRADE *? (3) whith is retlecsect . Aan ADVISGAY TRADE it cre which ot reflected an the 

Calferentl se cr Ure be etree: ¢ thon oF the contro contra brower’stintice only, cr. net en the pio at et atten, 
roles blot 2S fuesutad try contest sheets in te Core cf es revealed Ly contract sheets, in the case Of Cleatiay toured 
clesring Pewce % sont, of Cal for wluen the cerivtes Grocer tronsactions. 
OK's the mapoemicat'’s troker comncuton, ar for viich te 
respondent Gis the contra broice’s comparison, in the case of 
Over the Coudter transactions 


Being transferred by the respondent's or anization 
y 


Being transferred by other brokerage organizctions for the 
respondent 

scnereetesiiapiscuauanitscntipsiita 
Being trenticried by the Steck Clecring Corporstion’s direct mail | 
clearance ficilities for the respondent . 


et mean mee 


State the number, more than 29 days et! at month end. ef 027 fastruct- 
~ to deliver custamer securities. (Include wensfer instructions not yet 
siched with securities and sent to trensfor cconts cs well 28 otier Ty 7s of 


a cee which have not been delivers) 


Estimate the avercge per day of the masa, for the fehovainaz 


, 


ee Ee ET RN RE EN EET SEE SET me Tm em apmere + 


A. Securities delivercd to other brokers returned unaceeptad (OX"s): 


1. Number of items 


2. Percentas> of such items to total ems presented to biaters for 
delivery 


et ne ene ——— 
————— aS ee aan STN SN CSN TEST ESS FOOSE TS TN SEE LY OOTY OT SHS FN He 


B. Securities delivered against payment to bonks returned uns ceoy it f: 


1. Number of items 


* 


2. Pereentu.g? of such items to total toms presented to boats for ¢: 10 
dehwety 
MOTE: Wet ee pect te tecunters dhtecceedt te atten Beaters tne cera te percentert of unaceept: fees cele Ba Bet teers 
Cheah res, Caste ate bec Bere te crater tee hb de certtatine 6 itetareed 
ON wy bowed ete ne ete tere Hie Brod Oe eetetaterg Ue . : 


en eememnemeial ceca CCA Cll lll lll lll Cl OC Ol lO AADAC AD 


ee os nme ee oe ce i ce or ip taper ene URES sterner eetemes — 
" 


aman 
DEP PONDt ht Ont Atv AtiOn COM DEEP TGF ATL OFPEICES OF TAS 
4 /‘j ry 


ene mam 


af ¢ 


HWIVSCH & CO. LASE PHLVIOUS MLPOAT OATES — 2 79Q 774 


Current Renart last lrovinius Pemort 
DEN D etae iear te <8 ARR ESP eeeREE aMeas nstneasileidarineenibiinsnoniienieiol 


State the nutter of calendar cays alter tag mca cad or other cutoll date 

State the nut ” achat Vays Paisniclide 3 1 day prep. 

reqnircd for the proparetion and marin of customer statements Jala 
2 days mailing 


Stete the latest cote prior to wi sseport dete ler which interned FUZALICIAL 
STATEMENTS bod been issued to copital continbutors 3/31/70 12/3) /69 


MOTE: PULA CIAL STATOMEITS with ate, at 2 eeormum, 3 Statement 
Of bcc em et LO atta Stoteer ent of Fer teal bteon 


i niacin = Rye en samme, 
Stie the nunver of business days etter tie ead of ihe month required tel ee 7 “ae es : 3 
cemycte ie noted daily posting of tue (6l'2 60g: 


A. General ledecr 
Customer and broker accounts 


Stock record 


Stute the number, at month end, of PRODUCING PERSONNEL 
(Those who cevate less then thie full ueding day to production work 
should be iachided on en cquivalynt basic. eG.. 1, 3, ete | 


State the number, et month end, of parsonnct undergoing Rezsterec 
Reprcseatctive trainina 


State tie tell aunties of of tito": velemerhyyed in toa “cing 


be Ors fr, rurehuess ant Oot 1. 1a, Stes s Resord, Toate 
Dividends, Arcounting and (ote bigs tt on Geoerinents 


State the nuv.tier of personnel on your full time internal audit staff 


Is an ovtsicte service burcau used for dally cecard:eoning ectivitics? YES (7. ; vrs Cc) NO iM 
evewrs —_ £5 le cedeetnetiaiiadieniedaal 
fate the approsiaite numler of op.catans pessoancl who ire ee Gece : 
attending fers, perativns trainin cciueses at the precent tire: a aesegigt tae * : aerial ' 
a TT I A | 


. 


1. fraternal courses 
: 0 


2. Caternel courses 
NOTE: PRODUCES PERSON SIE Efe the peor) Of thus questions ee, 
fey tes.nt tt tlhe tee partaces OF Off cei, Who acept Cras 


40 raccute tee 
a 


* 
. 


ee se ee 5 etme seine we ee ime 


eee cert eee eee ahs eee ee LT LLL cc CTI = aaseoeeenuasaenunenesmeennenntte 
A Ob Wet WE Olies dele Dad COMUILL UO MLPORT OF ALL OTE Of Wat a ‘ett 
OUGAIIZATION FOR TN be erere. Ts te 

HWIRSCU & CO 
' ’ LAST PHEVIVUS REPORTOAIE: 2/24, 70 


centennial TA LOA LA ALE LD AON 


Current Heport | 


os — ae 


Atiech @ sheten ont mowulynd Gy mayor eieunizattian CF Syoig 
chenees Wor ex. ciple, introduction of expintion of intent audit 
staff, lows conc pt tnning staff, ete., Conversion to computer or sorvice 
buren syste) mestituted since Gling the latest Special Op oretions CJ Statement Attached 
Quettionnane. tochite similer chases nove being planagd for 
( ; ut Ine Wd Ties o™ ; 
inplementition wikia the neat G monihs and not previously «% Not Applicable 
repoted. Drovite Gateiis re string masons for eoth change and target 

tind comoistion ofeach chon. 
Att a ttaesca eivine brinf proaress reports en all previcutty x Stmement Attached 
reported chur oo naw in peeves, or completzd of abendonid since OD Not Applicable 

. we 

the kit previews tevort 


| Current Report | Lest Previous Borur 


LLL LAL OLEAN OY OEE ON tt eA Hm a aR a ae 


ee ems a 


Furnish the folowing Uiscal yeor-to dair iafarmation es reported in the latest 


interncl financial statements: , 


A. Cumulative not profit (loss) eppticable to the current fiscal year 


B. Number of fitcal mionths to which the cumulctive net profit (loss) 4 . 
applies . 


NAME OF RESPONDENT ONGAWIZATION HIRSCH & CO. 


SIGNED BY 
: (CHlEt LAECUTIVE) 


Ne Sy eg 


AND HAE aint i NUNES ane Nea 


BI hob OR ALLIED MLA ER UE CHALGL OF OPERATIONS] 


BATE. Hav 21, 1970 


ACL QUEERS CUT ED ADOC ULOSTATE “ROE” OR “NOT 
AVM Fee Vi AE TT Wie tO 
HEVENEE EEE Ne DATA TRIE Ai CE LS, 


* Ha | c™ ~ ' 9 * ia tay c> 
ee a Ne ate” ee i . 
Lit MEW YOM NTO CaCKMaAnNGE 


25 DROAD STRECT+ NCW YORK NY. 10004 


Whwanr i LOMNOV . (212) 422-0600 + CAOLE “HINLICO NOW YONnK 
Pima reo ogy Panty 
PASH IUN O€ Gintwva 

a AMEVE tet ane 

WAT nT Ade fia Wit teria 

Pe Mindat foe . Buc’ so ames 

OOKP HOI O tha 
AML WET ee 

a ae 
WEY OAC fiw 
HAMEL Y th 

Ate Oe 

OSIGN Hans 

May 21, 1970 


MELAS Theasy 


New York Stoc! CDuchange’ 
Department of Member Firms 
4 Rew York Plaza 

mew York, N. ¥. 10004 


i : 4 . 
Attention: Chicf Examiner 
tnt dient dh SOM Mat.bhondboedhanttlchchstvvhtendadatsade 


Re: Special Operations Questionnaire 
as of the end of April, 1970. 


Gentlemen; , 


In answer to Question 19B of the above questionnaire, 
please he advised that we have corp’ oted parallel testins 
P & § Progriin on the IBM 360/40 and converted to this 5s 
Monday, May 18, 1970. 


fhe testing of the Cage and Stock 
heen convicted. 
wpon the full te 
mentioned in the Special Operations ‘ as of the cnd of 
January, 1970. 


“ 


af 


Very trfly yours, 


7 ea P iS 


HIRSCH & Co. 


WYSE 
Deft. Exh. For 1D PEP Deft. W.Y.S.E. 


ae PHEXA HEY cssseee Es Gy P+ 6402 


Charles Shenire C2774 con ent mo. 
ting Ing. Dex | 


Doyle Reper 


UFE « TOTAL FLEM 
ela LARLY NYSE FL 
CieMil EAN MYSL UL 
COMM BRN ASE TL 
CUMM EARN ASE CL 

hin CARN Buus 
sy CARN TO (ETL 
CGM? EAN wi 

TOElSCusStTeuiae 
COM UDITY 
MUTUAL FUND CLC 

To?tCus? Cer-ur FuSs 
SPECRSEC GEFGe licus 
Clonee Cours 
Fliws UK GE 
GIViUF Cow EAWILED 
Pehe OG TRALI.G CR 
WEG ISSUE CkEDITS 
ANTEReEST FAN CUST 


bass 
cAANED 


EA¥YNCD 


MAT ESKN 
GU KER 
TRALING A/C 


FIRST KAD 


TOTAL 


GRUSS 


IwTtaule 
INCU E 


He LT 


CauPKUe LT 


TNCORE 


hUTUEL FD CoOu4 Po 


Choy COMM 


Pb 
bo 
PI 
Pu 
PUD 
ro 
PD 


GURKESP 
GURAESP 
CURES? 
CURKESP 
CERKESe 
LURRESP 


CORRES? 


Tut. Cur. 
FL Guoie 


rlouis 


EGE 
BK oF 


TCT. 


Ciwii: GOITY 
CumsPEsSAT [uy 
CUMS ISSTG: 


Ki 


SPEC Cis 


TO. 


Tetels Gasdid 


Lint 
Wit Fe 


PD. 


WYSE EL 
SYS OL 
ASE FL 
ASE Gk 
i JiN OS 
Qe ene 
ef 


‘“ PU CORK EsP 


ki) wy SE 
PC ASE 


PLOOR  K GE 
GIVe UP Cor 


it baly 


UNGEP., [ID 


PECS 


Cuiriki PAID 
COME LOS iim 


LUSTSEC 


PATO FLA SC 


Ch test 


ALCS 


IhT PAID UTIER 


INT 


Tul. 
Tul. 
TUT. 


UAP Te TRAuEICE 

THT CREST eXP. 
VA Taube EX Pie 
VanTAdile CUNT. 


PALu 


465,593 
“43, 752 
128,520 
4_9 $22 
24,125 
52,616 


T2359 932 
%45 269 
le %49 
TOS, 60) 
3 
11,44 
72% 
12350 
1CS_y 636 
324, $53 
13,456 
L673 913 
102, 32: 
821 


15294, 04% 


15,713 


61,5C38 
2428612 
Oa F004 


30,97 


15,9Cl 
295, 554 
Se 106 


3L7e161 
Lysvbel 
LOe tld 


42,527 

l2y 603 
230, U31 
039,597 
6540449 CR 


2el43yl2, 
2324005 
7469389 
424642 
L09,7¥2 
4509715 
3U9 

3 71 be DS 
2059—3C3 
91,741 
4,012,003 


3 

132922 
1,625 
245247 
641,627 
le655e017 
L1S~e739 
349,527 
2196695 
5248 
72070-32354 


409076 
819 
1,166 
69.513 


3129842 
l2ly yu33 
35962) 
15754057 

2 

65,372 

19 463,32) 
34,872 


19563,57% 
Lelbo, 20d 
29925% 


640922 
Li49 9146 
ly 269,524 
393039409 


% 
x 


Se 77 2y94D CRE 


